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SOVIET BLOC ENERGY EXPORTS TO WEST INCREASE 


Budapest NEPSZABADSAG in Hungarian 16 Apr 87 p 2 


[Text] Western European and North American capitalist country energy 
imports--mainly natural gas and crude oil deliveries--from Eastern Europe 
increased by 13 percent in 1986, according to a report published in Geneva by 
the UN European Economic Committee. 


Crude oil and natural gas imports rose by 13.9 and 17.7 percents respective- 
ly. Electric power imports from Eastern European socialist countries 
increased by 10.6 percent, coal imports dropped by 0.9 percent. 


Seventy-eight percent of the energy carriers were delivered by the Soviet 
Union, but due to a drop in crude oil prices, the value of these imports 
dropped by 40 percent. Poland is the most significant coal exporter, it 
provided 65 percent of the total coal imports by Western European and Worth 
American countries, according to the UN report. 





The report notes that in spite of stringent restrictions in Romanian energy 
consumption, 7.0 million tons of crude oil and resins were imported from that 
country by Western nations in 1986. This represents a 22 percent increase as 
compared to the previous year. 
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POLITICAL CZECHOSLOVAKIA 


MOBILIZING PUBLIC OPINION FOR CHANCE RECOMMENDED 
Bratislava PRAVDA in Slovak 5 Mar 87 p 4 
[Article by Lubos Kriz: "Full Name in the Newspapers") 


[Text] “Dear Editor, stop kidding us. What kind of justice is it if a 
director of an enterprise is named in your newspapers because he has 
violated one of the thousands of regulations? We protest your method of 
stigmatizing in your press persons who are neither murderers nor thieves." 


The anonymous letter compelied us to stop and think. Would it not be better 
if in fact we published people's full names only to praise them and present 
them as good examples? 


At this moment it is my greatest wish to know your reaction. 


I am certain that people will voice the view that it is high time we stopped 
spoiling any person's tranquillity by criticizing him or her in public. 
dirty linen should not be washed in public. That is one opinion--in other 
words: should (or should not) we deal with the problems behind the scenes? 


And the other view? There is an uproar that we wantto stop disparaging 
people in public. On the contrary, many readers demand that we step up our 
efforts in that direction, 


So how is it really with our publicity about persons responsible for abuses 
and antisocial acts? 


When setting up our socialist way of life we demanded for years that our 
public opinion be mobilized. To mobilize public opinion--that means to 
awake from lethargy and indifference individuals who thus far used to be 
only onlookers at the process of the building of our society, who would 
not publicly express their views, and who would not fight for socialism. 


To upgrade the role of public opinion--that means that the process of 
intensification of socialist democracy is successfully advancing. 


But how can public opinion be effectively aroused? By sticking to general, 
meaningless phrases that say nothing, to continuously repeat truisms, and 
by painting our reality in rosy colors? Certainly not! In this case a 




















superficial approach is basically tantamount to an antisocial act because 
it repels the masses. We must call a spade a spade. Only then can ve win 
the trust of our working people; only then will they become involved in the 
struggle for progress. 


We are convinced that public opinion may be effectively mobilized in a 
Struggle against everything that coniradicts the interests of our socialist 
society, precisely by naming individuals who are responsible for some 
malfeasance. 


However, that is not easy. For years we have been used only to encomia in 
our newspapers, and now such a change! Nevertheless, this situation 
resembles criticism in our life. Criticism is an absolute necessity for the 
development of society, but by the same token, it is unpleasant and risky, 
and it will take us a long time to accept it as part of our daily life. 


In the Roznava district the authorities of the district criminal prosecution 
decided to publish in the district newspaper ZORA CEMERA full names of 
persons--first, who had spent a night in the anti-alcoholic emergency clinic; 
second, whose driver's license was revoked because they had driven a motor 
vehicle while under the influence of alcohol, and third, who committed 

felony in the category of economic crime. The authorities will also publish 
the views of those persons’ employers. 


After a long struggle this idea was endorsed and ZORA CEMERA has listed 
every week the names of the people in the first twe categories of law- 
breakers. Thus far, after 2 years of demands and pressures, the district 
newspapers have not printed the names of pilferers and manipulators. 
However, there is no reason why they should not publish the names of persons 
who had been sentenced according to the law. Is it only because of 
unwholesome conventionality, or perhaps slibiism? Most of our periodicals 
have not gathered even as much courage to be as specific as ZORA CEMERA. 


Obviously, many people are afraid that at some point they, too, could find 
themselves in a tight spot and then their lawful punishment would be 
augmented by another penalty--publicity which is often more painful because 
it means public condemnation. The neighbors, the street, the acquaintances 
treat completely differently a person who is guilty of theft and who served 
a short term, if they do not know where he had been and why, and differently 
again if they find all the particulars in the newspapers. And thus, 
publicity is a good method of effective prevention. 


When we were on a study trip in the USSR last year, we realized the 
importance of such publicity in terms of ethics and also in terms of the 
shaping of public opinion. In the Soviet situation the experience with 
specific publicity of abuses, as in our country, is no longer a sporadic 
phenomenon, and the results are already evident. The Soviet public has 
awakened and no longer looks indifferentiy at negative acts but has devised 

a number of new methods to fight then. And in a society where public opinion 
carries considerable weight life can be very difficult for criminals, 




















bribe-takers, those who abuse thcir office, and slobs. Limits are put to 
the impunity of their activities and their risks have dramatically increased. 
Public information about the perpetrators of crimes has paid off. 


Public criticism in the press does not destroy anybody. If we criticize a 
manager or a rank-and-file employee for sloppy work, incompetent decisions, 
improper conduct, errors and unethical attitude--that means that ve vant 

to prevent such abuses and to mobilize the appropriate workplace and other 
workplaces where the situation is similay--for a fight against such occurrences. 


People must be made accountable ror their errors. It may be more painful 
to be called to public responsibility, but that is unavoidable because it 
is more effective. Therefore, we are not joking, dear anonymous vriter, 
only practicing what all of us, even we, journalists, and you, the readers, 
must learn to accept as soon as possible. 
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POLITICAL CZECHOSLOVAKIA 


PRAGUE COPES WITH AIR POLLUTION 
Prague VECERNI PRAHA in Czech 26 Feb 87 p 5 
‘Article by Eva Vondrackova: “Focused on the ‘Breathing Zone’™) 


[Text] At about 1,500 meters altitude there was a definite warming. At 
the ground level there were long-lasting fogs predominating. The result? 
Nature had set thingy up in her own way and a so-called inversion layer 
situation had come about. In layman's terms, the heated air layer had 
formed a kind of ceiling or, if you prefer, a wrapping over the city which 
prevented the usual natural mixing of the air. This showed up in an 
increase in the concentration of pollutants, which our city still produces 
in large quantity. 


This phenomenon is nothing new. Every larger city goes through it two or 
three times a year, always for several days each time. And the Prague basin 
thus cannot be an exception. We last experienced it personally a few 

weeks ago, at the beginning of February. 


In connection with the information which the mass media provided on the 
recent inversion, the most varied, often unauthenicated rumois began to 
circulate in public. Readers also turned to us here on the editorial staff 
with inquiries as to whether they could go out on the street, if it was 
true that the kindergartens would be closing, if...etc. Such fears vere 
not in any way justified. But on the other hand one cannot hide the fact 
that even a transitory worsening of the air quality definitely does not 

do the inhabitants’ health any good. At the time when the phones here in 
the ecitorial area were ringing the most, work was in full swing on preparing 
a system of automatic atmospheric monitoring which is just about finished 
now. How is it supposed to work? 


"We have 11 automatic measuring stations already installed in our capital 
city as part of the nationwide network which are equipped with so-called 
monitors capable of giving instantaneous information on the quality of the 
air which we Prague residents are actually breathing, in contrast to the 
current measuring equipment. Samples are therefore taken only in the 
“breathing zone,” which is at heights roughly up to 2.5 meters from the 
ground,” Eng Ivan Novak, chief of the section for atmospheric and environ- 
mental protection in the CSR Ministry of Forest and Water Management, 























told us. “These monitors work on an electrochemical principle, but they 
are a product of the employees of Prague Kovosiuzba and experts from the 


Czech Hydrometeorological Institute. 


Their electrochemical part measures the gaseous components of the atmosphere 
and is sensitive to nitrous and sulphurous oxides. Stations were located 
around Prague in an effort to acquire actual representative values and thus 
were not placed, for example, in the immediate vicinity of extreme pollution 
sources or busy Prague intersections. Today they are mainly located at 
Stations of the health services of the CSAV (Czechoslovak Academy of Sciences) 


Environmentai Ecology Institute. 


The heart of the entire system, on which its operationalso depends, is the 
control center equipped with a computer located at the old CHM (Czech 
Hydrometeorologica) Institute) in Komolany. Its construction and the 
subsequent installation of the computer equipment has been delayed (by the 
way, the suppliers of the construction work also contributed their share 
in this). According to the latest information of the Ministry of Forest 
and Water Management, under whose authority tc entire system will be 
operated in the CHMU, test operations should have been initiated in this 
winter season. This would allow the most important function to begin next 
winter, which is suitable regulation measures which would help to mitigate 
a temporary worsening of air quality in the case of an unfavorable dispersion 


situation. 


“The following rough two-phase model has been prepared and discussed,” we 
find out further. “If the measured values over a period of 24 hours 

exceed established limits over the health norms, we plan to regulate fixed 
sources which were discussed with the departments on the basis of a resolu- 
tion of the CSR government. These are some 80 Prague plants, including 
heating plants, which involves mainly limiting the production of heat at 
the heating sources by 20 to 30 percent, increased monitoring of the 
equipment installed to limit the reieasve of pollutant materials into the 
atmosphere, and not least of all a tightening up of monitoring combustion 
systens.” 


In such a meteorological situation, the schools ore supposed to be informed 
right on the first day so that they can adjust their teaching, limit 
ventilation in the classrooms and outings with the children, etc... If 

the inversion lasts wore than 3 days, the second phase of the regulation 
goes into effect, part of which is supposed to entail a limiting of 
automobiie traffic. The principle of the measures negotiated betveen the 
NVP (National Committee of the Capital City of Prague) and the departments 
should obviously also be effectively ensured in the formof generally 
mandatory NVF ordinances so that corrections can be enforced if action 

is not taken at the enterprises and organizations. Proposais for regulation 
of vehicle traffic are a more complex situation. Despite vigorous negotia- 
tions, here we have not succeeded in overcoming the barrier of legislative 
regulations. For the present time, in the first stage there will only be 
a voluntary appeal announced; of course, a suitable binding regulation is 
also already being prepared. 














On the basis of the evaluated meteorological conditions, signals will be 
sent from the control center, the CHMU, in Komorany directly to the 
dispatchers. designated by the individual departments. Motorists will be 
informed by the Green Wave transmission of the Czechoslovak Radio Broadcast. 
The Prague public, including the heads of all Prague schools, will find out 
about an unfavorable dispersion situation through our paper, where we will 
announce it in a timely manner. This practice is alre:dy being carried out, 
for example, in northern Bohemia, where the daily PRUBOJ serves as the 
informing medium. 


As we have already indicated, according to long-term measurements taken in 
past years a situation where it is actually effective to take regulation 
measures occurs roughly twice or three times a year, always for several 
days. And thus the monitoring system will mark a certain impact on the 
usual living routine. 


It is, however, a4 very necessary measure and as one of the more important 
tasks of the National Front’s election program it is fully in harmony with 
the general plan for the environment of our capital city. This does not in 
any way alter the fact that the main mission of this and future 5-year 
plans will be to make every effort to get rid of the main causes of 
atmospheric pollution. We have a lot of irons in the fire: reorganization 
of the transportation system in Prague, a further gradual transformation 
of the fuel and energy base of the city, the development of the use of 

gas for heating Prague apartments and homes, and providing heat energy 

from Melnik, for example, will be very important, etc... 


It is in the interest of everyone that the warning signals of the “breathing 
monitors" sound in our ears as rarely as possible in the future. 
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POLITICAL CZECHOSLOVAKIA 


WRITER URGES ATTENTION TO NEGLECTED SOVIET LITERATURE 
Prague RUDE PRAVO in Czech 7 Mar 87 p 5 


[Speech at the Fourth Congress of the Association of Czech Writers in 
Dobris by Miroslav Zahradka: “Concerning Soviet Literature"] 


[Text] I should like to discuss our attitude to Soviet literature in which 
many changes are now taking place and many values are being reassessed. 

For example, several authors had been rejected by critics in the past but 
their works seem to address our times from the depth of their era; their role 
is now being reconsidered and reevaluated. 


This concerns basically three categories of writers: 


1. Emigres who either found their way to Soviet reality or who in their 
outstanding literary works did not yield to unrestrained hostility to 
socialism and who wrote in the spirit of humanism, as for example, Bunin. 


2. Soviet authors who had not completely embraced socialism but who defended 
the positions of Soviet patriotism and revolutionary humanism (Bulgakov, 
Pasternak or Akhmatova). 


3. Authors who fully supported the ideological platform of socialism but 
who in some way, often by their satire, aroused the critics’ distrust and 
whose works were banned (Platonov, Zoshchenko as well as Mayakovskiy's 


satirical plays). 


Now, after the test of time, the genuine and still vital values of writers, 
for example, Leonov, Sholokhov and others whom we never doubted, and also 
these newly recognized values of which socialist literature had been deprived 
are looming more vividly in the literary process of the past. 


When we accept such literary works in our country we must take into consi- 
deration the extremes which may crop up in the process of reassessment. 

By that I mean a revival of the traditions of Russian decadence with an 
emphasis on its verbal art and virtuosity regardless of its ideological 
contents. Nevertheless, such extremes are only marginal. Revolutionary 
humanistic literature, such as Bulgakov's, may be fully appreciated according 
to famous Lenin's statement in his article about Tolstoy: "If we encounter 











a truly great artist, then his work must reflect certain--at least the most 
essentiai—-aspects of the revolution." 


Lenin's words apply also to the Soviet era and help us recognize really 
great artistic values. Of course, we must regard socialist realism as the 
mainstream of literature because it presents an objective picture of the 
world based on the laws of the historical process and because it understands, 
evaluates and demonstrates its progressive perspectives. 


The current Soviet literature is experiencing a period of questioning and 
searching for new realities. This concerns above all criticism. As it 
always occurs in a period of social changes, it enhances the importance of 
critical analysis and publicistic challenge in literature. 


At the first congress of Soviet writers Aleksandr Fadeev declared: "Socialist 
realism has dedicated its pathos to the service of a new socialist reality 
and of new heroes; by the same token, it is the most critical of all 
realisms,." 


Soviet literature today is progressing and striving in that spirit, as 

G. Baklanov stressed at the congress, in order “to help the party in its 
perhaps more difficult task--in the restructuring of the moral climate and 
of the thinking of society." 


We are translating Soviet literature with the conviction that for our readers 
it will play the same meaningful ideological and educational role which 
the best books of Soviet authors always played in the past. 


Nevertheless, our public pronouncements are not always in harmony with the 
overly cautious warning voices and with attempts to discourage the acceptance 
of the relevant Soviet works of art, particularly of sramas. It is 
incomprehensible that, while we do not underrate our readers or viewers and 
their critical discernment when it comes to the acceptance of critical- 
realistic or even modernistic works from the West whose ideology is frequently 
quite distant to us, some people feur the books and dramas of Soviet authors, 
although our translators are trying to select the very best of them from 

the point of view of ideology and art, 
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POLITICAL HUNGARY 


EXPANDING TIES WITH SWEDEN DISCUSSED 
Budapest NEPSZABADSAG in Hungarian 16 Apr 87 » 4 


[Article by Zoltan Laczik: “Hungarian-Swedish Relations--Multi-Faceted 
Cooperation” ] 


[Text] The substantial similarity between statements responding to questions 
concerning state-level political relations between Sweden and Hungary is 
almost embarrassing. Let's hear the opinions of Peter Oswa!d, department head 
at the Swedish Foreign Ministry and Karoly Szigeti, Hungarian ambassador to 
Stockholm. Both emphasized that relations are smooth with no disputed issues, 
and that Sweden is demonstrating a great interest in Hungary. 


Economic Ties 

Regarding trade policy, the economic ties are settled. Trade statistics for 
the past few years indicate an even expansion. Hungary's 1986 exports to 
Sweden amounted to 79 million dollars, and Swedish imports were valued at 99 
million dollars. Almost half of Hungary's imports consists of sophisticated 
machinery. 


Swedish-Hungarian economic relations are stable, according to Janos Muller, 
head of Hungary's commercial office in Stockholm. { ility is reflected in a 


steady increase in trade volume with no majr ;ctuations, and in the 
extablishment of ties with traditional cor Thirty functioning 
cooperative relationships are also characteristi . the stable relationship. 


Among Hungary's capitalist partners Sweden ranks sixth in terms of cooper- 
ation, and ninth and tenth from the standpoint of exports and imports 
respectively. Ten new cooperative arrangements are being negotiated. 


Stability is also demonstrated by success in creating joint enterprises. At 
present there are five Swedish-Hungarian joint enterprises and others are 
being negotiated. Some negotiations are in their advanced stages. Swedish 
commercial interests may be credited to the settled relations and to tradit- 
ion. A certain kind of trust has developed. Recent changes in Hungarian 
trading conditions have helped a lot, and the upcoming ratification of an 
agreement to safeguard investments is significant, according to Muller. 


10 











Judging by conversations in Stockholm it appears that both sides have an 
interest in intensifying the economic ties. Unfortunately, as compared to the 
products of our chief competitors, Hungarian products are subject to an 
unfavorable Swedish customs duty. Products of Common Market and European Free 
Trade Association [EFTA] member nations as well as those of preferred 
developing nations enjoy free trading conditions. 


Swedish Ministry of Foreign Trade department head Sten Hohwu-Christensen 
described the general situation by saying that nations that can deliver most 
modern products are most successful in the Swedish market. Actually, the 
Swedish market is open, but at the same time it is highly competitive and 
demanding, according to Hans Andersen, an associate at the Ministry of Foreign 
Trade. In Andersen's view quantities could be increased, imports by Swedish 
firms could be expanded. 


Hungary's export structure to Sweden developed along the traditional lines. 
Raw materials, semi-finished products, agricultural and processed food 
products, and consumable industrial items constitute the bulk of Hungary's 
exports to Sweden. These products are highly competitive in the international 
market, and are very sensitive to economic fluctuations. Muller stressed, 
however, that the export structure is developing and changing, as manifested 
by Hungary's increased machinery exports last year. 


Created in 1972 to enhance and coordinate Sweden's foreign trade, the Swedish 
Council of Commerce is supported by the government and by private capital on a 
50-50 basis. Ake Myrlov, head of the department concerned with socialist 
countries views the evolution of Swedish-Hungarian economic ties as satisfac- 
tory, both in terms of traditional trade and cooperation. Myrlov believes, 
however, that there are unexplored possibilities on both sides. In his view 
the trade barrier presented by customs duties is only part of the reason for 
Hungary's l.ss than fully competitive posture. Hungary has reached a level at 
which it can offer products of interest to the Swedish economy. Hungarian 
exporters must become more aggressive, and like their competitors, they should 
do more in terms of marketing and advertising. Quality and the outward 
appearence of products is even more important, and so are prices, according to 
Myrlov. 


Culture, Tourism 
Gudrun Knutson, section head at the international secretariat of the Swedish 
Ministry of Industry is familiar with Swedish-Hungarian economic relations. 
She too acknowledges Swedish interests in Hungary, and that the interest was 
intensified by recent Hungarian actions, such as the attraction of foreign 
capital. In addition to the traditional areas of cooperation, Knutson sees 
cooperative opporturities in the areas of energetics and in environmental 
protection. 


Not too long ago Sweden established a Ministry of Energy and Environmental 
Protection. Public sentiment may be characterized through an example 
mentioned by Enn Kokk, deputy secretary of the Swedish Socia) Democratic 
Workers Party. Holder of a responsible position on the Party's program 
committee, Kokk told us that 160 out of a total of almost 900 new recommend- 
ations submitted for consideration by the Party's next congress pertained to 
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environmental issues. This demonstrates a significant social concern for the 
ecology. Kokk emphasized that Sweden is in a position to benefit from its 
environmental experiences in its international relations also. 


In addition to politics and the economy, a large number of other factors 
influence relations between the two nations. Cultural relations under the 
aegis of the Swedish Institute of Stockholm are among these. In reviewing the 
minutes of the Swedish-Hungarian scientific, educational and cultural exchange 
program, Institute official Sonja Martinson-Uppman states that the actual 
level of exchange is substantially greater than planned. 


We need not have an official passport to better familiarize ourselves with the 
lives of the two nations. In an expanding tourist trade, 57,000 Swedes 
visited Hungary, and 12,000 Hungarians toured Sweden last year. Travel 
formalities became simpler since the mandatory requirement for visas was 
discontinued. 


Good Example 

Swedish communists too believe that Sweden is greatly interested in Hungary. 
Comrade Lars Werner, chairman of the Left-Wing Party--The Communists--and a 
representative at the Riksdag received us in his study. Swedish communists 
need not make great public efforts to enhance relations between Sweden and 
Hungary, according to Werner. Representatives of the two countries frequently 
exchange visits, and in Werner's judgment, their relationship is problem- 
free. There are no disputed issues between the two parties either. The 
comeradeship between the two parties, the Left-Wing Party--The Communists, and 
the MSZMP, and their relationship serves to their mutual advantage, and is 
useful from the the standpoint of small countries’ role in enhancing disarma- 
ment, Werner emphasized. 


The maintenance of political relations between Hungary and Sweden is regular 
and broadly based. This reflects a point frequently emphasized in Sweden: the 
relationship between the two countries provides an example of the way states 
having different social systems can maintain good relations. The significance 
of this transcends the bilateral framework. Although geographically almost 
2,000 kilometers apart, the two countries are brought closer in many respects 
through mutual endeavours. After all, both countries live in the same 
“European house,” the construction and reinforcement of which is desired both 
in Stockholm and in Budapest. And although our countries are not large, we 
are trying to utilize the opportunities to strengthen international trust and 
cooperation, according to our means. This was voiced at the June 1985 meeting 
of the two heads of state, when the late Olof Palme visited Hungary. Palme 
became a victim of terrorism. 


It is certain that the upcoming visit of MSZMP general secretary Janos Kadar 
to Sweden will further solidify, and elevate to a higher plateau the multi- 
faceted relationship between the two countries. 


Stockholm, April 1987 
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POLITICAL HUNGARY 


PLAN TO REDUCE INDUSTRIAL POLLUTION ACCEPTED 
Budapest NEPSZABADSAG in Hungarian 17 Apr 87 p l 


[Text] Budapest and county council division heads and secretaries concerned 
with industry and environmental protection discussed tasks related to 
industrial environmental protection. The meeting took place 16 April at the 
Ministry of Industry. 


In the framework of the seventh S-year plan there is a separate industrial 
program for the implementation of environmental protection programs. More 
than 600 recommendations made by 300 enterprises were instituted as a result. 
A national survey is being prepared to pinpoint places where, and extents to 
which enterprises exceed maximum permissible pollution standards. 


Conference participants emphasized that if implemented, the program plan 
provides for the destruction of 90-95 percent of hazardous waste during the 
coming few years. Foreseeably, capital equipment purchases for the Dorog 
waste incineration facility and for the Aszod waste depository will be 
complete by the end of the plan period. The second waste incineration plaa 
will be completed in the vicinity of Rudabanya in the early 1990's. There is 
no need for more large capacity incineration plants. The ministry encourages 
plants to utilize special purpose equipment and to mdernize existing, 
traditional methods to neutralize hazardous waste. The establishment of 
several temporary waste depositories in Hungary is in progress. 


The agricultural aspects of environmental and natural resource protection were 
discussed at the National Council of Producer Cooperatives [TOT] headquar- 
ters. Specialists from the National Environmental and Natural Resource 
Protection Bureau [OKTH], managers of producer cooperatives, and represen- 
tatives of regional associations exchanged views and experiences. In many 
respects, cooperatives at present do more in the interest of natural resource 
protection than before. The use of environmentally safe liquid fertilizers 
has increased, chemicals are being handled more carefully, and in accomplish- 
ing improvements environmental concerns are kept in mind. 
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POLITICAL POLAND 


NON-PARTY SEJM DELEGATES NOTE INCREASED ROLE 
Warsaw RZECZPOSPOLITA in Polish 23 Feb 87 pp 1, 2 


[Interview with Vice-Marshall of Sejm Jerzy Ozdowski by Grzegorz Milewski: 
“Great Role For Non-Party Deputies”) 


[Text] “What can a non-party deputy achieve within our parliament which like 
all others in the world is dominated by political factions?” a Polish Press 
Agency correspondent asked Jerzy Ozdowski who is already in his third term of 
office as a non-party Sejm deputy and has been Vice-Marshall of Sejm since 
1982. 


“Let us recall that under the 9ch Sejm, the number of non-party deputies rose 
to 74 (out of a total of 460 deputies). Twenty-one of these deputies were 
members of PAX, the Polish Catholic~-Social Union [PZKS] and the Christian 
Social Union [ChSS}. 


“As the Sejm has gained greater importance, the role of non-party deputies has 
also increased and this was already obvious by the last term of parliament,” 
answered J. Ozdowski. “It must clearly be stated that the non-party deputies 
have been most visibly active in the Sejm commissions which are responsible 
for the final form of bills and resolutions outlining the chief directions for 
the country's social and economic growth. During these debates, every deputy 
can express his opinions and therefore influence the work of the commission. 
Indeed, non-party deputies often speak up during these discussions, present 
constructive recommendations and prepare reports and co-reports at meetings of 
these working organs of the Sejm. It is also worth pointing out that non- 
party deputies are chairmen of 3 out of a total of 21 Sejm commissions and are 
often members of the presidiums of other commissions. 


“Every deputy has equal rights and an equal opportunity to achieve recognition 
and prestige. Their degree of preparation, understanding of problems and 
reflection is what sets them apart in their work. No one influences or 
controls their activities inthe Sejm. In much the same way, the PZPR, ZSL 
and SD deputies above all represent the interests of their constituents and 
bring them into line with the ideological premises of their parties without 
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losing their own individuality as a public representative. In responsibly 
participating in the resolution of national problems, a deputy does not cease 
to be the representative of those that trust and have elected hin. 


“You asked what a non-party Sejm deputy can achieve. 


“Let me quote to the old saying that in a democracy, it is the strength of 
one's argument rather than any social position that is most important. 
Therefore, if someone knows the subject of a debate and can speak out wisely 
on the issue, his arguments will be more convincing and he will have a greater 
influence on the final decision. 


“For that reason, I would like to say quite clearly that ‘ do not have any 
kind of complex about being a non-party member of the Sejm Presidium. I think 
that I have an important role to play and feel much responsioility to fulfill 
it. It is hard for me to evaluate my own performance but I will simply try to 
serve and faithfully respect my own convictions, Sejm regulations and the law 
on a deputy'’s rights and responsibilities. 


“There are three issues that we feel are close to the heart of every non-party 
deputy. The first of these is the growth of small industry and services. 
Regional industry, crafts and cooperatives continue to hold too weak a 
position in our economy. Another important issue is environmental protection. 
In our opinion, many difficult problems in this area could be resolved through 
local initiative and enterprise. This involves the construction of small 
water reservoirs and water-treatment plants and planting trees. These are 
initiatives that must be taken up by the public and the non~-party deputies 
will support them. The third issue is updating the law on people's councils 
and regional self-government. We feel that we must still work harder to 
reinforce this basic form of self-government and streamline the system of 
people's councils in the communities, cities and city districts. Non-party 
deputies want to actively participate in developing proposals for improving 
this law. 


“Of course, these issues are not considered by the non-party deputies 
(represented in the Convention of Seniors by Deputy Kazimierz Secomski) alone. 
But I would also like to emphasize that we do regard these matters as our own 
select task. We are convinced that the PZPR and the other parties, the 
government and the Council of State (which created the new Environmental 
Protection Commission, for example) will be our allies and understand and 
support these initiatives. Thanks to their partnership in the name of the 
good of society, it will be possible to realize our plans. I am convinced 
that the best future for our fatherland lies in understanding and working to 
reach solutions based on dialogue and cooperation”. 


12261 
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POLITICAL 


KISZCZAK HEADS PZPR CC DELEGATION TO ETHIOPIA 
Warsaw TRYBUNA LUDU in Polish 25 Feb 87 p 7 
[Unattributed article: “PZPR Central Committee Delegation Visits in Ethiopia™] 


[Text] Addis Adaba (PAP). At the invitation of the Central Committee of the 
Ethiopian Worker's Party, a PZPR Central Committee delegation under Politburo 
Member and Minister of Internal Affairs General Czeslaw Kiszczak visited 
Ethiopia. 


In discussions with the Central Committee of the Ethiopian Worker's Party 
which were chaired by Fisseha Desta, a member of the Ethiopian party's 
Politburo and a Central Committee secretary, information was exchanged on the 
activities of both parties, the internal situation and the chief directions of 
foreign policy in both parties. Views were also exchanged on the subiect of 
greater cooperation between the parties. The delegation also spoke with the 
directors of the Ethiopian departments of state and public safety and internal 
affairs. 


During the visit to Ethiopia, General Kiszczak went to food transport and 
distribution points to see the work being done there by the Polish aviation 
squadron sent to aid Ethiopia in its famine. 


At the end of the visit, General Czeslaw Kiszczak was received by the general 
secretary of the Ethiopian Worker's party, chairman of the Provisional 
Military Government Council and commander inchief of the Ethiopian armed 
forces, Mengistu Haile Mariawa. They discussed key problems in both of their 
countries. Satisfaction was expressed at the growing cooperation between both 
countries’ parties and governments and the possibility for closer cooperation 
between Poland and Ethiopia was also discussed. 
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LABOR CODE ASSESSMENT REVEALS INEFFICIENCIES 
Warsaw ZYCIE WARSZAWY in Polish 2 Feb 87 p 2 


{Article by Hanna Lesnicka: “Dead Regulations -- Multiplication of Sanctions 
— Material Responsibility — The Labor Code After 10 Years™] 


[Text] (Own information) The labor code, which regulates worker rights and 
responsibilities, is already 10 years old. It was enacted under completely 
different social and economic conditions than those of the present and 


therefore requires many changes and modifications. 


The Commission For Updating the Labor Code which went to work last year to 
introduce a series of proposed changes aimed at more effective execution of 
worker responsibilities has decided to discuss these changes with a broader 
group of specialists, consult with groups concerned about the regulations and 
then to submit proposals for broad public consideration. The commission is 


soon supposed to resume work. 


Enterprises have already indicated that many regulations no longer fulfill 
their intended role now and that some really make it difficult for places of 
employment to conduct a reasonable per vcnel policy. This has been 
demonstrated by studies recently conducted by the Control Department of the 
Ministry of Labor, Wages and Social Affairs in 50 large work establishments 
employing a total of over 133,000 persons 


For example, work contracts set for a preliminary period of one year (for new 
employees and those with less than one year's experience in any establishment) 
are a dead regulation. Usually, once the probationary tere of employment is 
served, the employee signs a contract for an unspecified period. 


Enterprises are having great difficulties in applying regulations on lowering 
the category of classification when they hire a person that has quit another 
job. Pay scales and principles have changed and many enterprises presently 
have their own wage scales that are hard to compare with others. Employee 
turnover is still a very troublesome phenomenon. Every 10th employee in 
socialized enterprises is quitting a job and in recently studied enterprises, 
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turnover has even reached a level at which every Sth employee is quitting 
work. Therefore, it has now been noticed that the sanctions against quitting 
a Sob are not very effective. 


Enterprises are very seldom applying the labor code's use of reprimands for 
violations of order or labor discipline. Monetary penalties are applied in 
almost all cases. Most often, the cause of punishment is un_ustified absence 
(48 percent), on-the-job drinking (14 percent), poor product quality (about 10 
percent), theft or abuse of public property (3.8 percent) or violation of ‘ob 
safety rules (2 percent). The application of one punishment brings with it an 
entire chain of material sanctions such as deduction of wages and bonuses, 


etc. so that a guilty employee is repeatedly punished. 


As the studied establishments stated, this means that in practice, the burden 
of worker responsibility has been shifted to forms of material sanction beyond 
the limits of the code and this really undermines the labor code's provisions. 
However, the researchers felt that these measures were far more effective than 
those provided by the labor code. 


In a similar manner, the incentives used chiefly take the form of monetary 
awards (7/2 percent). Written praise and diplowas are uncommon and but the 
Studies showed that employees highly value such distinctions. 


Regulations on punishment for unintentional damages caused by workers and poor 
production quality are almost never applied as enterprises wost often add 
these damages to their production costs. In just the first 6 gsonths of last 
year, there were noted more than 15,000 cases of either theft or damage of 
factory property. In addition, many of the perpetrators of these deeds were 
persons in wanagerial positions or those with waterizi responsibilities. 


A very small oumber of worker disputes have gone to conciliatory commissions 
before they reached iabor courts. In many establishments with more than 50 
employees, no such commission has been formed despite the fact that they are 
required. 


Despite their haphazard nature, these studies show quite clearly that many 
provisions of the labor code are already obsolete and no longer meet the needs 
of enterprises operating under the conditions of economic reform. It has 
therefore becowe urgently necessary to update then. 
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POLITICAL POLAND 


CUSTOMS OFFICE NOTES CHANCES IN VIDEOCASSETTE INFLUX 
Warsaw TRYBUNA LUDU in Polish 18 Feb 87 p 2 
[Unattributed article: “Videocassettes and Customs Officials”) 


[Text] A Polish Press Agency correspondent was told by Romuald Topilko, press 
spokesman for the Chief Customs Bureau in Warsaw: “The ideas of travellers 
attempting to smuggle videocassettes that violate Polish moral and legal norms 
are well knowns to our customs agents. Some do not declare their 
videocassettes at all while others do so. However, some of those who do 
declare their cassettes are bringing in files containing scenes that depict 
exceptional cruelty, unbridled pornography and even wsaterial undermining the 
vital interests of the state. 


Last year, customs agents seized 1221 illegal cassettes (and in 1985, seized 
715 cassettes. 


How wany cassettes have already been brought into Poland? According to the 
data from three quarters of last year, the figure is 26,263 (as compared to 
55,116 in the same period of 1985). 


Is the drop in the import of these videocassettes the result of stronger 
enforcement? Apparently not -- it is rather the result of a saturation of the 
market, a slight increase in the customs duty per cassette (as much as 1000 
zlotys per unit) and the growth of interest in other cassettes such as 
computer disks. The ultimate factor in the drop of cassette imports may also 
be the customs duty because cassettes can be seized on the basis of the legal 
and moral nores of our country. Furthermore, as the press spokesman said, 
“customs agents are not puritans and often allow fairly frivolous material to 
enter Poland if they do not violate Polish morality. 
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PEOPLES COUNCILS, RESIDENTIAL SELF-MANAGEMENT VIEWED 
Warsaw RZECZPOSPOLITA in Polish 21-22 Feb 87 p 2 


[Unattributed article: “Resident Self-Government -- Continually Achieving -- 
Meeting of the Council of State's Commission On People's Councils and Regional 
Self-Government ~ } 


[Text) The resident's self-government organs established by the law on 
people's councils and regional self-government which gave them extensive 
powers and opportunities to heip resolve the various probleas of places of 
residence have now reached the mid-point of their first term of office. How 
much have these organs used the powers given thea by the law? An answer to 
this question was sought at a meeting of the Council of State's Commission On 
People’s Councils and Regional Self-Government on 20 February. 


As was stated at this meeting, the neighborhood committees all vary a great 
deal in their degree of activity. Studies have shown that after two years, 
many of the self-government activists have “crumbled away”. Generally 
speaking, however, there has been systematic progress in the activity of urban 
self-government. This has particularly been demonstrated by improved advisory 
and audit activities and greater public activity. 


However, there still have not been developed any effective forms of 
cooperation between people's councils and resident's self-government despite 
two years of effort to achieve this goal. The councils have shown theuselves 
to be too little interested in the activity of their partners from housing 
settlements and have generally limited their activity to the work of the 
self-government comsissions. Only 11 urban people's councils, one district 
people's council and 53 city and community people's councils decided to 
transfer some of their powers to the self-government organs. 


During the meeting, attention was also drawn to the need to publicly review 
the conditions of self-government in neighborhoods of over 50,000 inhabitants. 
It is aleo necessary tocreate within them a system of house committees or 
delegates to form a bridge between residents and the self-government 


officials. 


The meeting was chaired by Council of State Member Wladyslaw Jonkisz. 


884! 2600/470 
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POLITICAL YUGOSLAVIA 


FORMER DUGA EDITOR DISCUSSES REASONS FOR RESIGNATION 
Ljubljana MLADINA in Slovene 20 Feb 87 pp 8-11 


[Interview with former DUGA editor Grujica Spasovic by David Tasic: "Why I 
Resigned" } 


[Text] On Saturday, 31 January, DELO's readers could have read TANJUG's 
report on the resignation of Grujica Spasovic, DUGA's chief and managing 
editor. The day before this, there was a meeting of the presidency of the RK 
SAWP [Republic Committee of the Socialist Alliance of Working People] of 
Serbia, which, among other things, also discussed a report on the problems of 
the implementation of editorial policy and the personnel situation at the 
magazine DUGA. At the meeting, they received a report from the RK SAWP's 
information section, the positions of the magazine's editorial board, and also 
the resignation of the above-mentioned chief and managing editor of DUGA, 
Grujica Spasovic. On that day, journalists from many domestic and foreign 
newspapers asked Spasovic for a statement. 


He decided, however, to respond only to MIADINA, primarily, he said, in order 
to explain to the Slovene public the background of the accusation that DUGA 
had "stirred up trouble between" Serbs and Slovenes by publishing an interview 
with Dr Dimitrije Rupel. 


[Question] When you accepted the position of chief and managing editor of 
DUGA, that magazine could not boast about its circulation, or the articles, or 
the technical layout... 


[Answer] When I came to DUGA, the situation was really not very promising; I 
would even say that it was critical-—-scarcely around 50,000 people bought that 
magazine, returns were very high, the work of the editors was hampered by poor 
mutual relations, the journal was frequently late coming to the market, and it 
had a poor graphic appearance... In a word, it was a magazine on the brink of 
collapse. The process of restoring it was painful and prolonged; on one hand, 
we wanted to create a magazine that would be completely open, tolerant of 
different opinions, and with a democratic and Yugoslav orientation. For that 
purpose, we wanted to gather as many people as possible from all parts of 
Yugoslavia, and to a great extent we were successful in doing so. On the 
other hand, from a professional and commercial standpoint we wanted to raise 
the criteria for selecting articles, so that not anything and everything would 
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qualify for publication. Previously there was a serious shortage of articles, 
and so it was not really difficult to get an item published. We also turned 
to a new design, a new marketing policy, and advertising. After a year of 
preparations, in October 1985 Matjaz Vipotnik took over the formation of our 
magazine, and by then we had also succeeded in gathering a large number of 
collaborators, among journalists, scientific workers, and even representatives 
of the stage. Then the circulation gradually began to grow: from 70,000 
copies with 38 percent returns we reached 130,000 with approximately 15 
percent returns. 


[Question] It was also possible, however, to hear criticisms that the 
circulation rose rapidly after the well-known interview with Dimitrije Rupel. 


[Answer] Not at all. In the very same issue in which the interview with 
Rupel was published, we also printed what in my opinion was a considerably 
more serious, significant, and interesting interview--with Mijalko Todorovic. 
The big question is which interview could have been more important for 
circulation... Nevertheless, as long as the polemics continued, we did not 
increase the printing of that issue or of the subsequent ones by a single 
copy, for principled reasons. The fact that DUGA's returns decreased 
drastically at that time is a different matter. 


I would like to emphasize once again that our circulation has been rising ever 
since that first "Vipotnik issue"; that ascending trend has continued from 
that issue, no. 303, to the present day, and so no scandals have raised our 
circulation, nor did we think that any scandal could permanently increase our 
circulation. Precisely for that reason, it is absurd to claim—as a colleague 
from Jana did in a conversation with Bogdan Trifunovic, the president of the 
RK SAWP of Serbia, at Cankarjev House--that we had increased our circulation 
sevenfold by virtue of some sort of dispute between the Serbs and Slovenes, 
since, as I have already stated, in a considerably longer period, fram 1985 to 
today, we scarcely doubled it. According to the sales data, we noted the 
largest rise in circulation when we published the dossiers on Waldheim. That 
was the article that was probably cited most frequently in the world press at 
that time, and it was due to it that we crossed the level of 100,000 copies. 


I must say that we threw into the wastebasket an enormous number of articles 
whose political piquancy would have increased our circulation quite a bit. 
Previously I worked for VECERNJE NOVOSTI, the Yugoslav newspaper with the 
largest circulation, and I know how to create a large circulation without 
major problems. Nevertheless, the kind of newspaper that would have a large 
circulation would not be to my taste--I would be ashamed to head such a 
newspaper. Thus, we did not even insist too much upon any excessive 
circulation. For instance, we considerably reduced the number of articles on 
Kosovo, because we were not satisfied with their quality--and for a long time 
Kosovo was a topic with which many newspapers increased their circulation. Of 
course, we also printed commercial texts, although they were not the articles 
that comrades from certain forums thought of. 


[Question] You said that upon your arrival at DUGA you also encountered 
rather poor mutual relations among the editors. It appears that you also 
found an insoluble personnel situation; many of those editors were known for a 














style of writing that was burdened with superficiality, national bias, and 
reliance upon "downtown" sources of information. That style can be observed 
today in some DUGA colums. In your opinion, to what extent were you, as the 
Chief editor, able in such a situation to change the concept, content, and 
style of writing at DUGA? 


[Answer] Our laws, which provide absolute protection to a person with an 

contract, are well known. It is very difficult to dislodge sameone 
from the position he occupies, even when his work is poor and he does little. 
It was precisely because of that situation that I got the idea of aiming at 
journalism by authors and persuading truly competent people to contribute. We 
gathered an excellent team around the magazine, and some very interesting 
things even happened--in the first place, several people worked for DUGA who 
had been quarreling with each other for years and had never contributed to the 
same journal, Goran Babic and Igor Mandic, for example. Thus, people who 


contributed to our journal, since 18 authors who published more than two 
articles in DUGA last year are from Croatia, and authors from Novi Sad 
Sarajevo, and Ljubljana also wrote for us... By doing this we reduced the 
possibility that incompetent people would write about certain very important 
topics. As far as new personnel are concerned, I was unfortunately only able 
to bring in my deputy, and that was the only addition while I was working for 


[Question] I will put the question more specifically: it seems that certain 
columns have remained outside the editorial guidelines that you were just 
talking about. I am thinking primarily of the brief articles on the first few 
pages of the magazine, and also of certain commentaries that have discussed 
economic topics in a superficial manner and drawn general conclusions from 
several minor examples... 


[Answer] I agree with you. Superficiality, however, is the main curse of 
journalism, and regardless of the length of the article, one cannot escape it. 
The truth is that we were not equally successful with all parts of the 


than the politicians who criticize us. Nevertheless, it is essential to 
understand DUGA's place in the news system: it has always been a bridge 
between the true political press and the so-called review press. Any sort of 
shift to one side or the other would be harmful. We made an effort to publish 
precisely what would not fit the concept of a true political journal like NIN, 
but we also wanted to discuss much more serious topics, and in a more serious 
manner, than the ordinary approach in the review press. By virtue of this, 

read by middle-aged, highly educated people--many of DUGA's readers 
part of the Yugoslav intelligentsia. This can be seen from reactions, 
some of our small surveys, and also from the sales statistics--DUGA is 
in other parts of Yugoslavia much more than any other journal published 
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[Question] Let us look at the specific criticisms that have been made against 
DUGA because of its publication of certain articles. The first omnes to be 
=ttacked were DUGA's feuilletons... 


[A “@ feuilletons have had a lot of weak points, that is a fact. 
There «. "\: many superficialities, unverified facts, biases, and sometimes 
even. * ‘e. But we must be aware that feuilletons have their own 
tradit. \, and that they present very different authors, subjects, and 
sensibi . .’ Sonsequently, in my opinion, these assessments are too angry 
and toc °°... “4 therefore unacceptable. Any feuilleton that talks about 


the Comi :» “\ .. be criticized for bias, inconsistency, an unsystematic 
approach, <c 7 .\«. of vital facts, since many archives are always closed and 
it is questi~\:si when they will be accessible to researchers. Such 
criticisms c i'* ous apply to almost all feuilletons in all Yugoslav 
journals—it *« +’. a special characteristic of DUGA. 


The difficu’t /‘° that equal rules for all journalists were lost a long time 
ago. I al’» w te that in the explanation of my resignation; in the 
atmosphere “hat has been created, every mote in DUGA is evident, while in the 
meantime no one notices entire beams in other journals. Consequently, those 
political assessments are biased, to put it mildly, and suffer from the same 
illnesses for which they criticize our feuilletons. 


[Question] The Presidency of the Republic Committee of the SAWP has also 
stated that "in the interview with Mijalko Todorovic, a former prominent state 
and party official, the editorial collegium showed that it had adopted a 
concept not suited to what was required, because it did not organize well- 
reasoned polemics over the ideologically and politically unacceptable 
positions that were expressed in that interview." 


[Answer] This is how the publication of that interview occurred: a book by 
Todorovic was published, and received two very favorable reviews from our 
prominent scientific workers, Predrag Vranicki and Jovan Djordjevic. Also, 
three very favorable comments on that book appeared in NIN, KNJIZEVNA REC, and 
DANAS. From then on, the book met with silence. We were aware of several 
unacceptable positions expressed by Mijalko Todorovic in that interview, but 
we nevertheless respected his revolutionary activity and the right of that 
distinguished individual to say what he thought about the present situation. 
We also expected that a public discussion on the pages of the magazine would 
best show what was unacceptable in his positions and what should be rejected. 
Unfortunately, that did not happen, and everyone who attacked us later on did 
not attack us for publishing the interview, but rather because of the absence 
of organized polemics with the positions of Mijalko Todorovic, or more 
precisely, because of the absence of organized attacks on them. But it seemed 
to us to be morally unacceptable to organize attacks on the interview at the 
same time that we were publishing it. As I have already said, we were 
prepared--we even expected--to publish the arguments of those who did not 
agree with hin. 


I would like to point out a certain contradiction: while a real political 
campaign was being conducted against us because of the publication of that 
interview, it did not occur to any of those who were condemning us to hold 
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Mijalko Todorovic--a member of the LCY and of the Federation Council-- 
accountable himself. Not that I am demanding that 
at all! I would only like to show tha 

considerable political hypocrisy. The f 
Todorovic followed at the meeting of the 


Consequently, this did not happen until two months after the publication of 
the interview. Where were all of our Marxists until then? Why 
did keep quiet for those two months? they had something to say and 


[Question] A lot of noise was also stirred up by the published interview with 
Dr Dimitrije Rupel. According to an assessment by the Presidency of the 
Republic Committee of the Serbian SAWP, the polemics "contributed to inciting 
discord between republics and nationalities." Why, then, did DUGA publish 
that interview? 


[Answer] All of the dust raised by that interview and the polemics that 
followed it is really the reason why I decided to give an interview only to 
MLADINA, although as one can see numerous Yugoslav and foreign journals are 
currently very interested in me. I reject with disgust all of those political 
accusations that we "stirred up trouble between the Serbs and Slovenes." 


Why did we publish Rupel? We published him for the same reason that Milan 
Kucan also mentioned in his answer to Milojica Pantelic, quoting Voltaire to 
the effect that even when one does not agree with someone, he should fight 
with all his might to ensure that he also gets the right to say what he 
thinks. We sent our colleague Zdenko Acin to Ljubljana with the assignment of 
arranging interviews with three interesting personalities from that city-—in 
addition to Rupel, Andrej Hieng and Milos Mikeln. We did not even dream that 
there would be so many, to put it mildly, unusual positions in Rupel's 
observations about events in Yugoslavia, and especially in Kosovo. When I 
received the interview, however, I considered it my duty to publish it, since 
this was neither some marginal extremist, or a disillusioned revolutionary, 
who after losing power spat on everything that he had previously done and 
represented, but rather a productive writer, a very active cultural worker, a 
university professor, the editor of an important journal, etc. At the same 
time, we knew that otherwise the interview would be published by someone else, 
which would have been very inproper on our part, since we had already agreed 
on it with Rupel. In all of those polemics, we constantly made an effort to 
distinguish between Rupel's positions and the positions of the Slovene people, 
the political leadership, and the Slovene intelligentsia. We persisted in 
this from the beginning of the polemics to my article, with which we ended 
them. Unfortunately, as Franc Setinc also said in an interview for DANAS, 
that identification "indirectly happened." This is also partly our fault; the 
article was poorly presented graphically, it had an inappropriate title, and 
it was very poorly translated. It is therefore possible that we ourselves 
also caused certain misunderstandings, which were not, however, the most 
important ones in the whole incident. I can say that since DUGA has been in 
existence there have never been such resounding polemics, not just because 
about 30 journals elsewhere in the world took it up, but also because the 














entire Yugoslav press, radio, and television reported on it. More than 400 
letters came to our editorial office. We only published 26 of them. Most of 
them were written by public figures and scholars, journalists, politicians, 
etc. Furthermore, we tried to keep the polemics at a high level, which 
excluded any insults or identification of Rupel's positions with the positions 
of other public figures in Slovenia. 


[Question] You said yourself, however, that the article was poorly presented 
graphically (Bled), and that it did not have an appropriate title (Who Stirred 
Up Trouble Between the Serbs and Slovenes)... 


[Answer] I will say it once more: the title was truly a tasteless 
provocation, and I accept responsibility for that slip. Nevertheless, there 
was by no means any desire to actually stir up trouble between anyone in 
Yugoslavia, and also, we are not so powerful that we can stir up trouble 
between two peoples. Of course, when the chief editors of the Belgrade mass 
media attended talks in Slovenia, Milan Kucan openly said that it was the last 
straw, and that it was for that reason that he had reacted when he spoke about 
the negative stereotype concerning Slovenes that is being created among the 
Yugoslav public. Nevertheless, if this was the last straw, it is necessary to 
ask who was responsible for the rest of them. I have constantly insisted upon 
this question at the meetings of individual forums, but it fell on deaf ears. 


[Question] There have also been complications about the authorization for 
that interview. Rupel later complained that he had not had an opportunity to 
authorize the text completely... 


[Answer] The text was authorized. The problem is that after he authorized 
the text over the telephone, Rupel and Zdenko Acin agreed that the author of 
the article, who conducted the interview, would not be censored. Our 
journalist had requested this from Rupel, and he finally agreed. The part on 
Kosovo, which Rupel complained about and wanted to leave out, was essential 
for quite a mmber of subsequent questions. The first question about Kosovo 
was followed by many other questions, which constituted a large portion of the 
conversation. If we had left out the first question, to which the rest were 
linked, all of the rest would also have fallen like dominos. Consequently, 
they agreed over the phone that the entire interview would nevertheless be 
published. The author accepted all of the other comments and additions; she 
respected the authorization, although Rupel added to his answers in many other 
spots. In principle, that is poor for any dialogue, because the author could 
possibly comment on these new additions in the conversation, and ask further 
questions, whether he agreed with the positions or not. Any interview is a 
joint work, and consequently, the person who does it cannot be in a 
subordinate position. In my opinion, the real problem could be elsewhere; the 
interview was very long, and we had to shorten it. Because there was no more 
time, we unfortunately shortened it without Rupel's agreement. In my opinion, 
that was our mistake with respect to Rupel. 


Of course, our colleague has never had similar problems until now, even though 
she has done hundreds of interviews for KNJIZEVNE NOVINE, KNJIZEVNA REC, 
INTERVJU, and DUGA. Even after it was published, when DUGA was already on the 











[Question] I think, however, t it is arguable whether a person being 

interviewed has the right to change his text or not. ’ 

person being interviewed has not only a right 
to 


authorization is; a text cannot be authorized in such a way as to prevent the 
author of the text from responding to what has been added. Rupel later 
defended himself on this point: "I spoke in a simplified manner." How can one 
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the creation of an atmosphere, of distrust toward the Slovenes? One of the 
rather fundamental indications of that atmosphere was also the congress of 
Yugoslav youth that took place only a month before the publication of 
interview with Rupel. 


the 
[Answer] This has to do with subsequent assessments. Kucan spoke about that 
in September. At that time, our assessment was different: we thought that the 
atmosphere was suitable for a normal dialogue. Perhaps we were mistaken. 


corridors that someone was using us, and that he wanted to say through DUGA 
what he could not say himself publicly, on the political scem. 


[Question] MLADINA's editors also know about such things. We have been 


[Answer] It also surprised us. We were not sufficiently aware of that 
Climate. You in Ljubljana probably felt it better. If our journalist had by 
some chance prepared an interview with Hieng or Mikeln first, and the 
interview with Rupel had appeared later, I am convinced that the uproar 
it would have been even greater. At that time, however, we could not 
predicted it. We underestimated the possibility of such bitterness and 
negative reactions. 


about 
have 
such 
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[Question] DUGA‘s complaint that it did not comment on the events associated 
with the SANU [Serbian Academy of Sciences and Arts] memorandum, but only 
presented them chronologically and published an interview with the Academy's 
secretary, who disassociated himself from the memorarndm, is interesting. 


[Answer] I really don't know; we had to publish something in order to avoid 
it clear what our position on the memorandum was. Nevertheless, we did not do 
it in the same way as almost all the other journals, and that was the chief 
proof for some people, colleagues with many functions accumlated, so to 
speak, that we should be ranked among the defenders of the memorandum. I 


would never have adopted it. The article in DUGA took the same position, 


[Answer] You know your own motives the best; I have already explained to you 
why we published the feuilleton on Djuric, who among other things said what he 
of course did say. At any rate, it is clear to that this has nothing to do 
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[Answer] To put it very simply, some high officials called me and told 
that my resignation was requested. After several months of an organized 
hostile campaign against DUGA, I thought it would be best for the journal if I 
resigned. Naturally, I did not accept any characterizations of DUGA as an 
anti-Communist, dissident, nationalistic, and anti-Tito publication. I 


em ant in it. t qpeciticnlly indiceted all & Ge Sees ee & 
the 


[Box, pp 10-11) 


Scenario of a Campaign 


carried a short news item on a meeting at 
the leadership of the magazine DUGA. At 
an Gotan GF “artaln Gutlchen” Gn Gn Gavemienk Gan gundbed Gp ta O Gk in 
the future so that such mistakes would no longer occur. 


| 


At the meeting of the commission for ideological work and information of the 

Central Committee of the Serbian LC, which took place an 

was sharply criticized in the meeting's opening report 

was delivered by Dr Zivorad Minovic, who is at the same time the chairman of 

the Information Commission of the Central Committee of the 

also the acting director of the POLITIKA publishing house and the chief 

managing editor of the journal POLITIKA. No 

were mentioned besides DUGA. As he said, DUGA was stirring up a 
and 


| 
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between the Serbs and Slovenes. 


In a report on the meeting of the commission for information propaganda of 
the presidency of the LCY Central Committee, on 27 September, POLITIKA quoted 
a statement by Milan Rakas, the director of BORBA, that “"DUGA wanted to 
discredit Tito." No other reporter, except for POLITIKA's, heard that 
statement by Rakas. 


In its issue 329 on 4 October, DUGA published two articles which are important 
for understanding the scenario under discussion. The first article was a 
report on the meeting of the chief editors of Yugoslav journals with the 
Slovene leadership, which also quoted the following words of Milan Kucan: "I 
recently reacted because of the negative stereotype that is being created in 
Yugoslavia in regard to the Slovenes, not about the leadership, but rather 

people. This opinion says that the Slovene people are against changes. 
Things have reached their culmination with the polemics over who is inciting 


quarrel between Serbs and Slovenes. The question is, if this is right, 
whether we should react only to that. together, in fact, says that 
only the Serbs and Slovenes are quarreling; all the rest like each other, and 


so there is no problem anywhere." 
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discrediting Tito. Nevertheless, as DUGA wrote, 
POLITIKA “had already begun to bear its bitter fruit." 


The LC basic organization at DUGA and the Publishing Council, the first at a 
meeting on 7 October and the latter at a meeting on 20 £Octoter, 
be ne ge supported the editorial board: "The socialist, self- 

management, and Yugoslav orientation of DUGA during that period was not 
seriously questionable, even though some articles could perhaps be criticized 
on many counts from an ideological-political and professional standpoint." 
That was how the Council reacted to the tone of POLITIKA's coverage, which was 
of course sharply critical. 


The Serbian SAWP's section for information had a meeting on 11 November, 
announced long in advance, because of DUGA's coverage. In addition to 
accredited journalists and the people from DUGA, the meeting was attended by 
eight people responsible for information (all from the ranks of professional 
officials). Two of them sharply attacked DUGA's coverage, and in the 
discussion, five employees of DUGA denied the assessments that the journal was 
open to the enemy and the opposition. At the end, conclusions that had been 
prepared in advance were confirmed; they contained neither the radical 
positions from the first two statements, nor the arguments expressed during 
the five following statements. 


This was continued on Friday, 14 November, in an unsigned commentary in 
POLITIKA entitled "Lessons from DUGA's Street." That article contained an 
attack on DUGA's publishing council that was unprecedented in the previous 
history of Serbia's oldest journal; the journal was accused of anticomnisn, 
nationalism, and anti-Titoism. In regard to Rakas's statement, it was said 
that it could be understood “in one way or another!" On the next day (15 
November) the same newspaper published the conclusions of the information 
section (four days after their adoption!), with the more than suggestive title 
"Personnel Changes Necessary at DUGA." It was thus no longer possible to do 
without DUGA, and on the following day, 16 November, a commentary was 
published in POLITIKA's evening edition with the title of "Who Is Ruining the 
aie ental Ge Un caltdtan, teaincs ot Gees on te ta 

secretary general of the Serbian Academy of Sciences and Arts (which was 
published in DUGA), signed by Slobodan Jovanovic, the chief and managing 
editor of EXSPRES POLITIKA. The final article in this "machine-gun" series, 
with the title "Recognitions," was published a day later, i.e., on 17 
November, also in POLITIKA. 


In its issue 333 of 29 Novembe: DUGA published a commentary entitled "Let's 
Go Along Gramcijev Street," in which it sharply criticized this dictated 
campaign from the POLITIKA house and all of the political accusations uttered 
at the meeting of the information section. In regard to POLITIKA's 








commentary, DUGA wrote that it was a “cocktail composed of untruths, 
insinuations, and imputed ‘arguments’ that not even a beginning journalist 
would dare to use." Along with the commentary it also published the names of 
almost 300 of DUGA's writers and contributors for the past year, with a 
request that someone at least point a finger at the enemies who were writing 
and speaking for DUGA. The request was never met. 


There was another meeting of DUGA's publishing council on 4 December. It 
reaffirmed the assessment that "as a whole the editorial board is not 
." It was also decided that one more analysis of the year's work 


party organization 
began to spread throughout Belgrade that the job of DUGA's chief editor had 
been offered to some senior editor at EXSPRES POLITIKA. 


In s issue, DUGA published a letter from Sava Krzavac, in which 
he accused DUGA of interpreting his remarks tendentiously and falsely, and of 
inventing positive assessments of itself and not publishing negative ones. In 
the next issue, DUGA's editorial board rejected these views as groundless, and 
reminded Krzavac that for two months already it had been unable to obtain his 
the section's meeting. 


On the day that the presidency of the Serbian SAWP met (29 Jarmary), there was 
of DUGA's publishirg council. ‘The decisions at that meeting 
actually overturned all of the previous decisions. DUGA was nevertheless 


At its meeting, the presidency of the Serbian SAWP received a report from the 
information section, the decisions of DUGA's publishing council, and the 
resignation of DUGA's chief and managing editor. The acting editor appointed 
until the conclusion of the competition was the current chief and managing 
editor! om the following day, POLITIKA published this outcome on the 
prominent fifth page, while DUGA devoted more space to the main point of the 
meeting, tiie implementation of the policy of scientific and technological 


development . 
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CONVERTIBILITY KEY TO CEMA COOPERATION, SURVIVAL 
Budapest MACYAR IFJUSAC in Hungarian 4 Apr 87 p 19 
[Article by Lajos Gubcsi: “In What Way?--Just Proceed!” 


[Text] The Respected Reader will forgive the plagiarism incurred by virtue of 
borrowing a earlier title from our theater that is so willing to deal with 
political affairs. 


How should CEMA continue? In 1971, when socialist nations adopted the Complex 
Program, there were new hopes on the horizon of socialist cooperation. Member 
nations aimed for real integration. They established far-reaching plans, such 
as the harmonizing of economic policies among various nations, a coordinated 
pricing and taxation system that would be enabled by this harmony, unifors 
economic regulatory instruments, and as one of the bases and projections of 
all this: the establishment of convertibility. Convertibility, first within a 
narrow circle--establishing bilateral convertibility between the ruble as the 
leading currency, and the currencies of all the other member nations. 


In reviewing this valuable document one finds some stunning deadlines. By the 
end of the 1970's the grandiose economic structure of the Complex Program 
should have been functioning, and, for instance, by 1980 convertibility based 
on the ruble should have become a reality. 


We know that these things did not happen. Trade outside of the CEMA camp that 
came 2 \out as a result of a relaxation in East+lest tensions temporarily 
distracied member nations from issues pertaining to internal cohesion. And 
later the force of increasing indebtedness exerted its effects. This 
Situation extorts from governments daily forced decisions aimed at the 
alleviation of indebtedness to the West. Frequently such decisions are made 
to the detriment of CEMA nations. By the time we reached the second half of 
the 1970's, the situation that evolved was not replaced by a period of 
relaxation, but rather by economic stagnation and retreat. In most CEMA 
nations this stagnation and retreat lasted until the mid-1980's. Once again, 
these events did not create a massive base for the strengthening of integrat- 
ion. Economic insecurity and national program crises retarded large-caliber 
international decision-making. 
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The acceleration of integration was hindered, and perhaps continues to be 
hindered these days. And this is why there are as many theories and as many 
practical shades of economic colors as there are mesber nations. Variences in 
economic mechanisms hardly permit the harmonization of economic policies. 
CEMA is not 4 supra-mational organizution and is not in «a position to 
determine the optimum international public good, nor is it capable of forcing 
its will on individual governments. 


This objective fact served as an excuse for not accomplishing possible 
coordination for perhaps too long a time. For example, the merits of the 
Hungarian position that urged CEMA reform, hardly found an echo in the late 
1970's, even though a number of Hungarian recommendations were made regarding 
the use of a method of approximation in determining prices and values, the 
broadening of financial relations, the establishment of direct cooperation 
between enterprises, and a modern, common system for the pricing of agricultu- 
ral and food products. 


Beginning in the mid-1980's the forces that serve the interest of advancement 
emerged first cautiously, and later in «a dynamic manner. Parallel with its 
own reform endeavours, the Soviet Union was sensitized to the seed for CEMA 
reform, and gave several indications of this sensitivity. The slow, often 
extremely bureaucratic processes of the Moscow-based CEMA headquarters were to 
be brought up to date, because delays in the implementation of ripe economic 
decisions could mean serious losses to every member nation. Inter-enterprise 
cooperation and the need to establish joint enterprises also became part of 
Soviet consciousness. 


With an unanticipated speed and with great force the Soviet Union transcended 
the shadows that so durably cast darkness on re'ations between CEMA and the 
Common Market. Expressing its intent to negotiate, the Soviet Union took the 
most important steps toward mutual recognition. As a result of these stepr, 
CEMA member nations felt, and continue to feel to have the authority to 
individually establish economic ties with the central offices in Brussels. 
The embargo era of the early 1980's began to loosen up, and this has an 
invigorating effect on putting an end to commercial and ideological dogmas. 
Perhaps the economic coexistence of East and West that has become schematic 
for so long, will once again be colorful. Perhaps the idea of those far- 
reaching joint economic ventures that in the euphoric .venties almost became 
a reality, will once again reemerge and sultiply: the exploration of Siberia, 
telecommunication, traffic, transportation and environmental systems between 
the East and the West, including harmonized investments that serve these 


purposes. 


Toward the end of 1985 the new Complex Program came into being, providing sore 
cause for hope than its predecessor. Mst certainly, foundations for the 
Complex Program are deeper than before, they decided to autually realize 
technical, scientific and technological progression, these being the signifi- 
cant determinants in real economic development processes. Since then, several 
hundred agreements were signed between research institutes and enterprises of 
various member nations. As compared to CEMA's usual pace, the steps in this 
process took place in an extremely rapid sequence . The decisions are 
voluntary. Each nation has individual responsibility for the sacrifice of 
efforts, or for losses incurred as a result of failing to participate. 
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Hungary's primary area of participation covers electronics and biotechnology. 
Hungary has an outstanding record in both of these fields. Hungary also 
participates in projects involving nuclear energy utilization and experiments 
aimed at robotics development. 


For the time being there has been no breakthrough in the speed of technical 
development. Individual CEMA nations do not have sufficient capital, and 
frequently the level of knowledge and of technological development is not at a 
sufficiently high level to permit the designation of the idea of ‘catching up 
with the technologically most advanced nations’ as a realistic goal. 
Harmonized efforts can achieve much gore result than the previous, fragmented 
national development programs, which, because of their weakness, in many 
instances deteriorated technological development into manufacturing. Doing 
away with senseless duplications in itself represents a significant hidden 
reserve, even if one or another country inflicts temporary pain on itself by 
fully or partially surrendering certain areas of development. 


Reluctance experienced here and there is also understandable. CEMA has lived 
through a few “concentrated waves of integration,” and has tried its hand a 
few times on the noble intent of specialization. In the end, however, these 
programs amounted to no gore than a larger degree of uncertainty than there 
was before. Those who surrendered certain developmental programs, certuin 
branches of industry, easily became dependent on delivery problems and the 
industrial weaknesses of their partners. 


The Hungarian technical mind, the technical sphere of knowledge is quite close 
to the international leading edge, not only in a few exceptional areas, but in 
the average too. We are among the top 25 nations on a world-wide scale. This 
technical knowledge, however, often dwindles away, and in the positive use of 
this knowledge our international significance frequently fades away. This is 
due to lack of money, to an industrial structure which in many respects is 
distorted, and to a tight investment climate. This is one of the reasons why 
for Hungary it is a life-and-death question to plan and to work in an 
integrated fashion. In this way it is not only Hungary that must commit 
investment resources for the sake of others, but supposedly we would be able 
to increasingly attract intellectual resources, technological achievements, 
and financial resources also. For the time being the latter is only a hoped 
for dream. 


Perhaps it is no accident that in debating the medium range developmental 
policy of owt domestic industry, the experts of the PPF Economic Policy 
Committee quickly reached this logical point: “CEMA renewal and Hungary's 
ability to find its place in CEMA, a place which is consistent with Hungary's 
own interests, is an important condition for the nation's recovery from the 
industrial crisis.” The same committee deemed “currency convertibility, but 
at the mininum, ruble convertibility within CEMA” as important. 


Convertibility is a symbol. It would indicate that individual member nations 
want to cooperate pursuant to a committed plan of int« ‘ration, and that beyond 
that intent, they serve the interest of rationality with qutual concessions, 
and by making their own national programs flexible. 
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Convertibility also means the free exchange of values. This is why all 
reform-minded economists have this word on their banner-~-awaiting responsible 
decisions from their responsible governments. 
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ECONOMIC INTRABLOC 


CSIKOS-NAGY BOOK ‘SOCIALISM, MARKET, ECONOMY' REVIEWED 
Budapest NEPSZABADSAG in Hungarian 16 Apr 87 p 7 
[Article by Robert Becsky: “Thoughts On Some Fundamental Issues”) 


[Text] How does he view his almost 30 year career in the field of pricing and 
economic policy? This thought crossed my mind when I picked up this book. 
Its author, Bela Csikos-Nagy spent the past several decades as chairman of the 
National Pricing Office [OAH] established in 1957, and later of the National 
Materials and Pricing Office. “This kind of work provides a sense of the 
receptive capacity of the political sphere and of society, to things that are 
new and changing,” according to the author. “It is on the basis of such 
experiences that my views regarding certain issues have changed. One may 
evaluate this from the viewpoint of scientific objectivity, but in the end, 
each of us will individually find the most effective way in which politics may 
be influenced.” 


It is an exciting issue--an economist of international renown expressed his 
view of our economy, of the general issues that attend the functioning of a 
socialist economy, his earlier views, and the fruits and shortcomings of his 
labor. An economist, who no longer is responsible for pricing policies, but 
speaks with the experience of one who gained his knowledge from the vantage 
point of having had that responsibility. This volume is not a structured, 
well-organized, scholarly work concerned with a functional economic mecha- 
nism. Instead it is a logically organized descriptive collection of problems 
the author feels as important. Csikos-Nagy divides his volume into two 
parts. The first part deals with certain fundamental issues of the function- 
ing of the socialist economic system. The second part covers the subjects of 
money, incentives, prices and inflation. Nonetheless an effort the define 
rules of general applicability may be discovered, 


The author views as one such problem the relationship between the plan and the 
market, and the methods of synthesizing the two. Variations in existing 
systems of economic management in the several socialist countries may be 
characterized by the limits of their respective market mechanisms. In this 
respect Csikos-Nagy sees the cardinal issue in whether the state views 
projected people's economy plan indexes as the direct bases upon which 
enterprise tasks are to be established, or, alternatively, if the state uti- 
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lizes intermediary mechanisms for that purpose. At this point the author 
reaches one of the fundamental debated issues of the 1966 reform plan: whether 
market conditions in a socialist economy should be viewed as the central will 
of regulators communicated to business organizations, or, should they be 
viewed as the outer limits of market functions, these limits having been 
Sanctioned by the state. The decisive role of the macro-structure in the 
latter case means that the state retains central control over structural 
policies only in instances where such control is the only way to make economic 
rationale prevail. 


Csikos-Nagy attributes special importance to financial policies, and as the 
functional condition of such policies, the introduction of monetary concepts. 
Monetary concepts maximize the prevalence of effects exerted by the function 
of money. As long as the introduction of a monetary view remains the main 
feature of economic reform, the author views the issue of centralization 
versus decentralization as a fundamental issue that pertains not to economic 
reform, but to the the desirability of having a utilitarian organizational 
structure. This view is arguable, in my judgment. Past experience appears to 
Suggest that organizational changes represent one of the key issues in the 
reform process because they affect power structures. And even though during 
the past decades--most recently in the early 1980's--the process of structural 
change accelerated temporarily, a real breakthrough was not accomplished 
insofar as the structural system of the economy is concerned, or, in more 
general terms, regarding decentralization decisions. 


The author's views concerning the relationship between the economy and 
technology are interesting. According to Csikos-Nagy, the economic short- 
comings of certain countries may be the results of a backward scientific and 
technologial sphere. The task is clear: manufacturing technology and product 
Standards must meet world standards. Stated differently: every step that 
reduces the technological gap will serve to improve economic efficiency. In 
the framework of such views the main issues pertain to the choice of product- 
ive branches that should be qualified as progressive branches, and second, the 
definition of significant expectations from technological development. 
Technological evaluations compare homogeneous processes, judge plant sizes, 
manufacturing processes, etc. by their condition as compared to the state of 
the art, and usually start out from world standards. But as soon as they 
apply these conditions to a particular country, the difference between what is 
possible and what is desirable becomes apparent. Conversely, economic 
evaluation takes as its basis what is possible, and proceeds with its 
selection process by considering given economic circumstances. 


Finally, the relationship between the economy and technology cannot be 
characterized by an "“either-or” approach, but rather by an “also-also” 
approach. Quite obviously, it is always important to base economic evaluat- 
ions on broad technological horizons, and it is equally important that 
technological decisions be based on realistic economic foundations. This, 
however, has no bearing on the fact that economic analysis uses a different 
system of criteria for the reaching of economic decisions than the criteria 
used to make technological choices. One may concur with this view especially 
if one considers the frequent phenomenon of either economic absolutism or 
technological absolutism, both on a theoretical plane and in enterprise prac- 
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tice. Certain important trends in technological development may be centrally 
supported, but ome cannot simply relegate the pricing system into a passive 
role in which the pricing system would establish financial interest in a 
productive mechanism which was established to accomodate the designated trends 
in technolcgical development. To the contrary. The pricing system must 
orient possible directions of technological development: market value judg- 
ments cannot be substituted with technological value judgments. 


There is no way to react to all the issues raised in the book within the 
confines of a book review--either in agreement, or perhaps arguing with the 
author. But ome more comment should be permitted. It is known that the 
introduction of a number of pricing systems in Hungary are tied to the 
author's name. I would have enjoyed reading his opinion of the presently 
functioning pricing system--as he sees it at a time when he no longer is the 
chairman of the OAH. (Kossuth Publishers) 
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ECONOMIC CZECHOSLOVAKIA 


EDITORIAL URGES ‘STIRRING UP' ECONOMIC INDIFFERENCE 
Bratislava PRAVDA in Slovak 12 Dec 86 p 1 
{Editorial: “To Disturb the Surface of Indifference"™] 


[Text] The 4th session of the CPCZ Central Committee issued an explicit 
directive for our economy: in terms of domestic and international policies, 
the key issue for us in the current stage of development is the imperative 
to accelerate the socioeconomic development of our society and to achieve 
fundamental improvement of our economic productivity and efficiency. 


This year we have taken certain steps in this direction, as confirmed by 
many positive achievements. Nevertheless, that is not enough. All 
comparisons of the consumption of raw materials, power, supplies and 
investments in our economy and in industrially developed countries have 
confirmed that we still have ample untapped resources and many shortcomings. 
Let us mention at least some of them: roughly one-third of our enterprises 
have failed to fulfill their planned tasks; we have not adequately cut the 
share of costs of materials in outputs; we have not succeeded in focusing 
R&D on our primary tasks; many problems still prevail in our labor and 
technological discipline, consumer-supplier relations and in the investment 
process. Of course, these and other adverse aspects of our economy criticized 
by the Central Committee's session have exerted a negative effect on our 
total economic achievement. This is evident particularly from our failure 
to meet the qualitative indicators of our tasks and from the rate of the 
intensification process; consequently--according to preliminary results-- 
we shall not attain the dynamism planned for the growth of our national 
income (NI), although its increase will be higher than ia 1985. 





However, that is no reason for satisfaction. The goal spelled out by the 
17th CPCZ Congress--a 3.5-percent annual growth of NI (in Slovakia 4.2 to 
4.5 percent)--is no pipedream. It is based on comprehensive evaluation of 
our needs and potentials which, unfortunately, we have thus far failed to 
meet and use appropriately. The report of the Presidium of the CPCZ Central 
Committee, presented to the session by Comrade Gustav Husak, clearly 
enumerated the causes of such a situation: "We cannot ignore the fact that 
the ideas of the [17th] Congress have not been implemented in every sector 
with the necessary dispatch, the main obstacle being the force of old inertia, 
self-indulgence, unwillingness to change the ingrained style, and the effort 
to stick in the same groove," 
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The meeting of the CPSL Central Committee 2 days ago expressed virtually 
the same conviction. Thus, in the report of its Presidium Comrade Jozef 
Lenart emphasized: "It is necessary to stir up as soon as possible the 
surface of complacency, unhealthy self-satisfaction and inertia, the lack 
of principles and indifference that smacks of opportunism." 


This challenge is completely legitimate and increasingly urgent, if we 
consider the inescapable factor-—-time. After all, as it follows from the 
session of the CPSL Central Committee, in addition to the above-mentioned 
problems and shortcomings of the entire CSSRK economy, we must feel embarrassed 
that the SSR’s production has aot been able to increase its share of goods 
with top technical-economic standards. This share has been growing much 

too slowly to amount to 25 percent in 1990, as envisaged by the CPSL Congress. 
All branches, especially engineering and electrical engineering which are 
producing only 10 percent of goods with high technical-economic standards——- 
should take a self-critical look at this problen. 


Indeed, we cannot be satisfied with quality because more than 50 percent 
of the SSRs products tested were rated as of second quality and also 
because of our inferior production not only of goods that are as they say 
"botched" but also of products stockpiled in warehouses that are of no 
interest to consumers. 


The same attention must be focused on problems of economic management, 
efficiency, general discipline, higher labor productivity, acceleration of 
R&D, and so on. No one can say that this does not concern him. The party 
session and the debates in the CSSR Federal Assembly and in the Slovak 
National Council acquainted our public with the tasks for 1987 and for the 
whole Eighth 5-Year Plan which follow one main direction--intensification 

of our economy, high efficiency, quality and rational management, and 
finally, a specific objective: to achieve a substantial increase of the 
CSSR's NI from 11.3 percent in the Seventh 5-Year Play to 19 percent in the 
Eighth 5-Year Plan and of consumed NI designated for dumestic needs of our 
citizens, society and economy from 3.1 percent to 15.9 percent. In other 
words, what is at stake is better satisfaction of the needs of our working 
people, but they, too, must certainly do their part to achieve that goal; 
first of all, the costs of materials must be cut in the SSR next year by 

1.6 percent, and overall costs by 1.5 percent, while labor productivity must 
be raised 6 percent on the basis of adjusted value added. This will determine 
the 4.5 percent increase of our NI. 


Of course, for higher savings in production while maintaining, or preferably 
improving, its quality, R&D achievements must be applied more expeditiously 
and consistently. The session of the CPCZ Central Committee and of the CPSL 
Central Committee devoted considerable attention to this issue and identified 
the weak points in the utilization of our R&D base and of our working people's 
creative potential in management and organization. 


At the same time the importance of the Comprehensive Program for R&D of the 
CEMA Member Countries to the year 2000 and of intensified socialist economic 
integration was underscored along with the acceleration of this type of 
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operation. The report of the Presidium of the CPCZ Central Committee noted: 
"The objective at present is that our enterprises c’rrectly understand and 
appreciate the importance of these new methods for more efficient integration 
of our economy in international socialist division of labor. They must 
demonstrate great initiative and also great responsibility in establishing 
direct contacts and in the fulfillment of their consequent obligations.” 


Understandably, in agreement with the tasks of the Eighth 5-Year Plan and 

in the interest of our further economic progress, our economic mechanism is 
being intensively upgraded. Its gradual restructuring will begin a test 

run on 1 January 1987; however, it would be wrong if only enterprises and 
VHJ's [economic production units] selected for that experiment were interested 
in it. Im fact, this puts far higher requirements on quality and efficiency, 
exploitation of untapped assets, a better structure and higher technical 
standards of production. Thus, the preparations for restructuring are 
already calling for all enterprises and VHJ's to become involved in 
particular in eradicating shortcomings, to be flexible in dealing with 
problems, and co fulfill consistently their qualitative tasks and strengthen 
their economic balance, to take advantage of more opportunities open in 

the existing system of management, and to improve management in every branch. 


In his address at the conclusion of the 4th session of the CPCZ Central 
Committee, Comrade Gustav Husak stressed: “The main thing is not only to 
register problems but to deal with them efficiently and on a daily basis." 


Those words not only urge but, in a way, also warn us--they warn that our 
chief economists do not regard the decisions of the 4th session of the CPCZ 
Central Committee and of the session of the CPSL Central Committee as an 
expansion of their verbal acrobatics at meetings and work conferences, but 
that they activate specific programs and translate those words into deeds 
that will lead to more dynamic intensification and increase of our working 
people's creative involvement in the effort to improve the quality and 
efficiency of all labor and thus, also to a higher living standard according 
to the principle: To each according to the amount and quality of his work. 


It is natural that the above-mentioned sessions are making considerable 
demands on communists. The report by the Presidium of the CPCZ Central 
Committee clearly spells out the imperative that our party organizations focus 
on the development of political methods of management, specific political 
organizational work and active contacts with our people, and that communists 
enforce everywhere higher criteria, higher demands and critical views. 

No, this does not imply that they should take upon themselves the duties of 
state and economic agencies, but rather that they exert political influence 
in order to improve the operations of those agenciesandthat they efficiently 
enforce the right of control. Although this demand is not new, it should be 
mentioned again, if only because the session of the CPSL Central Committee 
noted many shortcomings and abuses that suggest that the communist power 

and influence have not been properly felt in places of work and in daily 
life. Therefore, there is no question that it is right to insist on such 
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conditions where our party's work corresponds with the challenges cf our 
time, which is our most pressing task and in a certain sense, the main link 
in a chain that we must grasp in order to make strides in the filfillment 
of our tasks stipulated by the CPCZ Congress. In other words, every branch 
must improve the quality of labor. As Comrade Custav Husak stated in his 
summation, this decision of the 4th session of the CPCZ Central Committee 
must be unconditionally introduced throughout our party. The approaching 
annual membership meetings of our basic party organizations must be planned 
in this spirit. 


9004 /9604 
CSO: 2400/101 
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ADJUSTED VALUE ADDED BASED PRICING VIEWED 

Prague FINANCE A UVER in Slovak No 12, 1986 pp 816-826 

[Article by Eng Jan Marcek, CSc: "Prices and Adjusted Value Added") 
[Text] The purpose of this article is to describe the development of 


adjusted value added and its relationship to prices for the year 1985 and 
to a limited extent also for the preceding yearsof the Seventh 5-Year Plan. 





in the past (up to 1980), the key indicators for evaluating the activity 

of economic entities, including determining applicable amount of wages, 

in our economic system were volume indicators--gross production, the 
production of goods and the indicators derived from them. The application 
of indicators of this type had no effect on reducing consumption of raw 
materials, materials, fuel and energy and did not create sufficient pressure 
to raise the appropriateness and economy of the resources expended for the 
creation of utility values. Consequently, in the resolution of the 
Presidium of the CPCZ Central Committee and the CSSR government on the Set 
of Measures for Improving the Planned Management System of the National 
Economy After 1980 it was emphasized as follows: “In order to express 
better than heretofore and to evaluate the results of the work of collec- 
tives and individuals according to their specific contributions to society, 
it is necessary to raise the importance of indicators that reflect increased 
efficiency, the technical level and quality of productsand meeting the needs 
of the population. Fulfilling the plan and results attained by VHJs 
[economic production units] and enterprises can no longer be unilaterally 
evaluated according to grows production.” In order to carry out this assign- 
ment, a set of indicators was introduced in the Seventh 5-Year Plan which 
makes it possible to characterize and evaluate the activity of economic 
entities on the basis of quality. One of these indicators is that showing 
adjusted value added. 


Implementing the indicator for adjusted value added (an indicator of a type 
of net production) at the beginning of the Seventh 5-Year Plan in our national 
economy paved the way for increasing concern for khozraschet items on 
efficiency of production and better connecting eaterprise interests with 

the conditions of national economy efficiency. Adjusted value added in 

the methodics applicable during the Seventh 5-Year Plan may be enumerated 

two ways: 
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--the differential method (characterizes the formation of adjusted value 
added) ; 


--the summation method (characterizes the structure of adjusted value added). 


In the methodic guidelines for preparing the financial plan and in the 
Uc 14-12 Profit and Loss accounting statement the differential method was 


designated for calculating adjusted value added. 


Both methods for enamerating the amount of adjusted value added lead to the 
Same results, but for monitoring the effect of this indicator on the 
behavior of economic entities in reducing material intensive production 
only the differential method is suitable. By calculating adjusted value 
added by the summation method the indirect relationship between the amount 
of the adjusted value added and the size of material costs does not emerge 
clearly. 


In order to prepare an analysis of the development of adjusted value added 
and the effect of prices on its development and structure we proceeded 
from this data: 


—-on costs and returns according to the report of the Uc 1A-12 Profit and 
Loss account, 


--on costs and returns in the structure of the F-1/SU-1 Plan formula on 
output, expenses and profit formation, 


--on the level of production assets according to the « atement of the 
Uc 2A-04 Balance sheet, 


--on the level of production assets in the structure of the F-1/SU-1 formula. 


As a starting point for preparing the analysis we used information based 
on the years 1980 to 1985 on two levels: 


a) on conditions (prices, methodics and organization) of the current year-- 
computer compilations of the FSU [Federal Office of Statistics] from Profit 
and Loss reports and Balance sheet No 6)--summed up according to national 
economic sectors of the CSSR; 


b) on conditions (prices, methodics and organization) of 1985--computer 
compilations of the SPK [State Planning Commission], "Fulfillment of the 
Seventh 5-Year Plan under 1985 Conditions,” SPK 7900099 F-1. 


The data base in current prices includes indicators for centrally controlled 
economic organizations, organizations controlled by national committees 

and cooperative organizations; the data base in 1985 comparable prices 
includes indicators for state economic organizations controlled centrally 
and by national committees included in the financial plan (minus cooperative 
organizations). 











With respect to formulation, during the Seventh 5-Year Plan the adjusted 
value added was expressed according to the formula U+V-N-S-P, where 


U = adjusted value added, 

Vv = output, 

N = material costs (minus depreciation and depreciated costs of retired 
capital assets), 

S = costs of serv‘ces of a non-material nature, 

P = deficits and damage to assets, fines and penalties. 


To understand the structure, the adjusted value added during the Seventh 
5-Year Plan could also be calculated by this formula: 





U = O+M+F+K+R+Z, where 


= depreciation and depreciated value of retired capital assets, 

= labor and other personnel costs, 

financial costs minus deficits and damage to assets, fines and penalties, 
= comprehensive credit costs, 

= distribution of cooperative costs in agriculture, 

= adjusted profit (output minus costs without foreign trade influence). 


N DweRa zs CO 
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Characterization of the Development of Adjusted Value Added in Current Prices 


Adjusted value added in the individual years of the Seventh 5-Year Plan 
developed unevenly. In 1982 and 1985 adjusted value added grew more rapidly 
than overall performance. In the other years of the 5-year plan it grew 
more slowly than overall output. This is shown in Table Wo l. 


The original intent of improved management tools--to motivate effecting 

a reduction in material consumption--was only partially achieved and during 
the entire 5-year plan overall output grew more rapidly than adjusted 
value added. This is shown in the relative content of adjusted value added 
to overall output which fell moderately during the Siventh 5-Year Plan. 


The moderate decrease of adjusted value added relative to overall performance 
was due to overall relative growth of material costs as is shown in Table 
No 2. 


The figures show that the trend toward increasing material consumption had 
not yet stopped and that its proportion of overall output had increased 
during the Seventh 5-Year Plan from 61.1 percent to 61.7 percent. In spite 
of this one should credit the efforts of economic organizations to make 
savings, especially of energy, while carrying out an expanded replacement 
process which was especially evident in 1983. 


Results show that the attention of khozraschet entities toward reducing 
material consumption was not fully adequate nor did it meet the conditions 
or needs of our economy. 
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The effects of indicators alone for adjusted value added cannot be judged 
apart from other indicators (especially indicators of efficiency) which are 
part of the state plan for development of the national economy and the 
effect of the whole management system. So we are of the opinion that 
reducing material consumption must result from the effect of all instruments 
of planned management, especially finances, prices and also vwages--however, 
in a form that will correspond to the need to intensify the economy. The 
indicator for adjusted value added will not of itself perform the function 
of reducing costs for comparable output. In this case one cannot attach 
to adjusted value added any greater significance than it has. Its effect 
on reducing costs is quite limited. Connecting national goals with 
interests of the khozraschet sphere is often imperfect. Creating a 
challenging environment for the management of economic entities calls 

for strengthening central planning, especially in prescribing criteria for 
VJ and enterprise activities, substantially reinforcing their control and 
increasing their accountability and independence in meeting established 
criteria and national goals. Under these conditions material incentives 
and encouragement could be increased, especially for managers of commercial 
entities who would bear responsibility also for not meeting established 
criteria. However, this means that commercial entities must be able to 
form appropriate funds for any risks connected with temporary fluctuations 
in meeting targets. Adjusted value added and its development can success- 
fully influence the management of commercial entities only by means of 
management instruments. Each indicator has its positive and negative 
aspects. The complexity of the economy, therefore, calls for the formation 
of a set of intensive, quality indicators for khozraschet organizations 
integrated with the plan and economic instruments which can so mutually 
influence the management of ViJs and enterprises as to lead to constant 
grovth of efficiency and quality of work and toward very intensive develop- 


ment of the economy. 
Development of the Structure of Adjusted Value Added 


The structure of adjusted value added is uniformly prescribed for the whole 
Czechoslovak economy. Many theoreticians support the view that the structure 
or total of adjusted value added represents an indicator of a type of net 


production. 


This view can best be refuted by pointing out that existing adjusted value 
added is a modified form of net production. The modification consists 
chiefly of the fact that adjusted value added in its present form contains: 
—part net production (wages, deductions for social security, and profit), 
-——part costs (depreciation and certain financial outlays, etc), 


-—part distribution processes (enterprise public services consumption et 


We will not take up the advantages and disadvantages of the existing 
structure of adjusted value added. We will analyze its structure in the 
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form in which it was used in the Seventh 5-Year Plan. This development is 
given in Table No 3 and the rate of growth (indexes) in Table No 4. 


The slower grovth wf wages (103.8) and the more rapid growth of total output 
(105.2) should be regarded as positive developments during the whole 5-year 
plan as well as in individual years of the Seventh 5-Year Plan. 


On the other hand, depreciation and financial outlays rose substantially 
more rapidly than output (index 106.2 for both components throughout the 
whole 5-year plan). 


Changes in the structure of adjusted value added from 1981 to 1985 are 
shown in Table No 5. 


There is a positive trend in the drop of the wage component of adjusted 
value added, from 43.4 in 1981 to 40.3 percent in 1985. At the same tine, 
the proportion of wages in total output fell from 15.9 percent in 1981 

to 15.1 percent in 1985. The proportion of other components of adjusted 
value added increased. The consistent increase in the proportion of 
financial outlays must be regarded as a negative growth. Their absolute 
increase from 1981 to 1985 represents Kes 20,492.4 million. 


A significant growth component of financial outlays was represented by 
enterprise public services consumption contained in costs that were: 

Kes 4,595 million in 1981, Kes 13,661 million in 1982, Kes 12,447 million 
in 1983, Kes 13,994 million in 1964; for 1985 the estimate is Kcs 15,000 
million. 


The growth of this component alone ‘included in adjusted value added among 
financial outlays represents more than Kes 10 billion. I am of the 
opinion that the amount of enterprise public services consumption covered 
by enterprise costs ought to be standardized--differentiated according to 
ViJs (enterprises) but integrated with public services consumption covered 
by the state budget and the budgets of national committees. A straight- 
forward evaluation of this component may lead to erroneous conclusions! 
The increase in financial outlays also had an unfavorable effect on the 
development of interest. It ranges annually around Kes 27.8 billion in 
production organizations alone. 


The increase of adjusted value added in the Seventh 5-Year Plan was 
distributed as follows (difference in results between 1981 and 1985): 








mil/Kces 
-Cost components 
-Depreciat ion 13,849.2 
~Financial outlays 20 ,492.4 
-Net earnings component 
—Wages 17,540.1 
-Profit 26 ,751.2 
Total Adjusted Value Added Increase 78 632.9 
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It must be emphasized that the growth of cost components of financial out lays 
influences the growth of adjusted value added as a form of net production, 
although the increased depreciation and financial outlays really mean a 

drop in net production. 


In the Eighth 5-Year Plan the financial outlay component was more precisely 
defined methodically. Credits were excluded and the inclusion and coverage 
of costs of enterprise public services consumption were specified methodi- 
cally and will be standardized. Profit from domestic and foreign trade 
exchange was excluded. Although these more precise definitions may be 
considered positive, they represent only a partial solution. It will be 
necessary to resolve methodically the transition to “net product ion” or 

to profit as a possible basic monetary incentive. 


Development of Labor Costs 


In the development of labor costs two trends were noted in relation to 
adjusted value added: 


l. Their proportion of adjusted value added and total output consistently 
declined; 


2. Their absolute amount consistently increased. 


Both trends are positive if viewed only in relation to adjusted value added. 
If we judge them according to macro-economic indicators (1985 Statistical 
Yearbook, p 24), the growth of wages from 1981 to 1984 reached an index 

of 106.0 while the growth of national productivity of labor only 103.2. 
This unfavorable development emphasizes especially that th khozraschet 

area does not make adequate use of its resources for eff cive operation. 
The methods of substituting direct labor for past labor japut are not 
effective enough so far and the process of intensifying the economy is not 
proceeding consistent with national objectives. 


Substituting direct labor for past labor input if judged by comparing 
operating costs and labor costs characterizes the data for the national 
economy as shown in Table No 6. 


While the proportion of operating costs to output was stable in 1981 to 
1983 (13.5 percent), in 1984 it rose to 14.3 percent and in 1985 reached 
14.4 percent. The proportion of wage costs to output shows a constant ly 
declining trend (a drop from 15.9 percent in 1981 to 14.3 percent in 1985). 


The drop in the proportion of labor costs to output in 1985 over 1984 
resulted in relative savings of labor costs in the amount of Kes 2.96 
billion. The increases in capital assets, output and operating costs are 
as follows: capital asset increase Kes 121.2 billion; output increase 
Kes 48.5 billion and operating cost increase Kes 8.2 billion. 
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It follows from this that for 1 koruna of wages payable saved in 1985 it 
was necessary to expend Kcs 41 for increased capital assets and Kcs 2.80 
for operating costs. The effect of the capital asset increase (in relation 
to output increase) was only Kcs 0.40, consequently the substitution of 
direct labor for past labor input is not effective--the influence of new 
capital assets was considerably lower in 1985 than the overall effect of 


capital assets. 


From the above figures it follows that the probable “bottleneck" in the 
development of our economy, and also fulfillment of price policy measures 
in the Eighth 5-Year Plan, will be the utilization of capital assets and 
the substicution of direct labor for past labor input. 


Profits and Adjusted Value Added 


The proportion of adjusted profit of commercial organizations had a 
consistent upward trend, t.e., from 8.5 percent in 1981 to 8.8 percent in 
1985. Its absolute increase for 1985 repressnts Kcs 26.8 billion over 
1981. The return on production assets is relatively stable. In 1985 it 
came to 4,6 percent, the same as for the whole Seventh 5-Year Plan. 


In spite of general stability of the rate of profit there is a relatively 
significant sector and production difference in the profit rate which 
does not always correspond to national and individual usefulness. 


According to the Uc Priem 1-01 report, the profit rate was as follows: 
8.29 percent in 1981; 8.24 percent in 1982; 7.84 percent in 1983; 7.38 


percent in 1984; 7.38 percent in 1985. 


According to these figures, the profit rate in industrial organizations 
is actually falling as was also anticipated in the continuing adjustment 
of wholesale prices carried out in the Seventh 5-Year Plan. 


From analysis of 431 selected production departments a relatively marked 
spread in profit rates is evident as shown in Table No 7. 


Table No 7 shows that of 431 production departments in 1985 only 70 

achieved average profitability and the other production departments deviated 
from the average. The number of unprofitable production departments with 
average profitability (sic) was only 46 in 1981 and thereafter it again 

rose to 70 departments. It follows that uniform adjustment of wholesale 
prices or further continuous updating of wholesale prices influenced the 
rationalization of profit rates but not to the extent that it would 
correspond to national plans. This is due to designating total profits for 
sectors according to replacement requirements and noc according to efficiency 
and also the result of methods of setting prices of individual products 
which often adversely affect central planning. The results of price 
controls confirm this but we will not go into this matter. 
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departments. From Table No 7 one can deduce that certain production 
departments achieve high returns on production assets even if the effec- 
tiveness of production assets is under average. For example, in 1984 the 
average effectiveness of production assets for the CSSR was Kcs 800 of goods 
production per Kcs 1,000 of production assets, but only two departments 
with above average (extreme) profitability had lower effectiveness of 
production assets than the average (depts 355 and 725). On the other 

hand, of the unprofitable production departments not one achieved average 
effectiveness of production assets. This confirms that price is one of the 
instruments that definitely influences the effectiveness of production 
assets. Raising the effectveness of production assets is particularly 

the function of other instruments of management, not prices. In spite of 
positive overall trends of profit rate development in 1981 to 1985 certain 
production departments had very great profit increases (for example, 

dept 134 had a profit rate of only 8.11 percent in 1981 but in 1984 it was 
30.27 percent; in dept 255 the profit rate rose from 15.78 percent to 

39.34 percent; in dept 434 from 28.71 percent to 60.24 percent; in dept 544 
from 12.47 percent to 18.93 percent, etc.). These figures did not change 
noticeably in 1985. 


Even more marked differences in the level of profit rates appear in prices 
of individual products. The centrally determined departmental (sector) 
profit rate is transformed into prices of individual products in relation 
to processing costs. 


The procedure for transforming profit from the departmental level to that 
of the product is formally prescribed but the specific procedure in organi- 
zations with production programs from many departments is complicated. 

The most frequent method of distributing production assets among production 
departments is keyed to the volume of goods produced by individual produc- 
tion departments; of course, this offers demonstrated results but often 
economic justification is not required. 


The development of actual product profitability expresses only by exception 
the intent inherent in price adjustments. In general, the actual rate of 
profitability at the product level develops independently of the profit 

rate established for the approved price and in fact without regard to the 
degree of diversity or similarity of production technology or aspect of 
product useage. Even prodycts that have very similar production technologies 
and purpose of use and with the same profit rate prescribed in the price 
achieve quite different results in various years (for example, the profit 
spread of seven types of shut-off valves basically alike represents from 
98.89 to 161.95 percent of processing costs). 


Enormous differences in the profit spread of product assortments of a 
single production department and a single producer are shown by department 
426 in Sigma Hranice national enterprise: from -1500 percent to +1500 
percent of processing costs, and by department 541, Kovosmalt Filakovo: 
from -64.4 percent to 195.2 percent of processing costs. The reasons 

for the differences are various, of an objective and subjective nature, 











We will not take up the reasons for profitability variances. We simply 
want to emphasize that every profit difference in the cost of an individual 
product must meet certain pricing criteria (which involves applying 
criteria of national] usefulness). Whatever unjustified differentiation as 
a result of incorrect selection of quality parameters of comparable products, 
fixing costs and such is contrary to national objectives. Consequently, 
enterprises should look for ways to increase efficiency that correspond 

to the need for intensification (accelerating effective innovation), by 
relative reduction of costs pertaining to usefulness, increased efficiency 
of foreign trade relations and general time savings in producing modern, 
high quality goods that are in demand. 


Adjusted Value Added and Effectiveness of Production Assets 


The effectiveness of production assets in relation to output in current 
prices is consistently declining. In the course of the Seventh 5-Year 

Plan it reached an average of 0.527 and in 1985 it was 0.525. The effec- 
tiveness of production assets‘@) in relation to output developed unfavorably 
throughout the whole Seventh 5-Year Plan. 





output. 
production assets 





a) Effectiveness of production assets = 


The effectiveness of capital assets (b) developed as follows in the years 
under study: 0.699 in 1981; 0.689 in 1982; 0.673 in 1983; 0.694 in 1984 
and 0.678 in 1985 (in current prices). 


From this it is seen that while the effectiveness of capital assets 
gradually declined during the first 3 years of the 5-year plan, in 1984 
it made a positive turnabout, although in 1985 it again fell. 


An important problem is the continuing increase in supplies as is shown 

in the following figures: Kcs 20,981 million in 1981; Kes 32,238 million 
in 1982; Kes 22,022 million in 1983; Kcs 31,479 million in 1984; Kes 14,477 
million in 1985 (current prices). 


The total increase of supplies during the 5-year plan reached Kes 118,197 
million while the increase in output was only Kcs 72,633.9 million. 


The increase in supplies and processed production is included in output 

even though they are not yet used to cover final national needs. From the 
amount of supplies as much as 15.1 percent in current prices is wages paid 

to workers while material covering the earnings is adversely affected by 
unused supplies. The influence of prices to make supplies more efficient 

is positive; even though a reduction in supplies is not yet fully discernible 
there is a gradual reduction in the growth of supplies in comparable prices. 


___ out sut 


b) Effectiveness of capital assets = capital assets 
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Characteristics of the Development of Adjusted Value Added in Comparable 
Prices 


The use of comparable (constant) prices in analyzing economic features 
and processes including the development of adjusted value added has a 
limited corresponding capability particularly because such prices do not 
reflect economic reality of the period under review. They are, however, 
an expression of the natural rate of development of the economy “as it 
were," Analysis of the development of adjusted value added in comparable 
prices must be linked with its evaluation in current prices which reflect 
the current conditions in which expanded replacement is taking place. 


Development of adjusted value added in 1985 prices during the Seventh 5-Year 
Plan can be characterized as follows: 


--The proportion of material costs declined moderately in every year; 
whereas the proportion reached 65.3 percent of output in 1981, it fell to 
62.2 percent in 1985; 


--The proportion of adjusted value added of overall output as a result of 
the above trends increased moderately every year; 


--The structure of adjusted value added had overall the same trend in 
changes except that the proportion of depreciation and financial outlays 
are higher than in current prices, the proportion of profit and wages are 
lower than in current prices. This is seen in Table No 8. 


As a result of these positive trends the indicators of effectiveness of 
capital assets also improved although its decline occurred also in constant 
prices. The intensity variation of the effect of the various trends in 
constant and current prices confirms that the planned changes in wholesale 
prices were correct from a macro-economic viewpoint. 


Conclusion 


Analysis of the development of adjusted value added in spite of many 
problems confirms that its use results in greater concern among economic 
organizations for increased performance of the Czechoslovak economy and its 
efficiency. With rising prices of input (energy, raw materials and 
materials), especially from imports and their considerable pressure on 
costs, the proportion of cost to output was maintained. Planned and 
regularly updated prices created challenging criteria for the behavior 

of economic entities and together with finances, wage policies and planning 
instruments, had an effect on carrying out the conclusions of the 16th 

CPCZ Congress. Results of the development of the economy up to 1985 formed 
a reliable starting base also for meeting the tasks of the Eighth 5-Year 
Plan. 


The proportion of wages to overall output had a declining trend; the 
absolute level of profits in wholesale prices increased annually. Export 
goals were also fully met. However, exchange price relations continued 
to worsen. 
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In spite of these positive trends there are considerable unused resources 
and shortcomings, in particular these: 


a) The proportion of adjusted value added to created output did not 
increase, material consumption remained high, changes in the status of 
supplies were also counted as output, unrealized production (supplies) 
increased and was included in output and thus also in adjusted value added; 


b) The indicator for adjusted value added does not have the form of an 
indicator of net production nor a direct connection to prices, so its 
effect on efficiency and quality of work is hard to show; 


c) The proportion of enterprise public services consumption to financial 
out lays and adjusted value added increased; 


d) Capital assets were not adequately utilized, production assets increased 
faster than output. Planned total profits were exceeded through wholesale 
prices with severe swings in departmental profit rates which did not always 
meet national objectives. The adjusted value added indicator alone has 

not, so far, had sufficient effect on intensification of the economy. 


From the analysis of adjusted value added between 1981 and 1985 one can 
regard as positive the general influence of adjusted value added and the 
effect of prices together with other management tools on the overall 
development of the national economy. But I am of the opinion that there 
should be further consideration for improving the indicator for adjusted 
value added, especially with regard to a possible transition of the economy 
to indicators of net production or profit which would more clearly influence 
monetary incentives and the interests of the khozraschet area and its 
employees to meet national objectives. However, no indicator can be so 
perfect as to form the sole basis for remuneration or evaluation of the 
operation of economic entities. Therefore, it is necessary to develop 

such a uniform and simple system of indicators for evaluating the efficiency 
and operation of economic entities that would lead to intensive development 
of the economy and constant growth of its efficiency and general performance 
as was laid down by the 17th CPCZ Congress. In particular, we must suit 

our actions to our words at all levels of management in this matter. 
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Table No 1. Development of Adjusted Value Added [UVV] in the Seventh 5-Year 
Plan in Current Prices 














Index for Index for UVV 

Out put preceding UVV preceding content 
Year (mil/Kes) year (mil/Kes) __ year ss Output | 
1981 1,221,559.1 106.6 448.354.5 104.2 36.7 
1982 1,276,775.6 104.5 456,229.2 101.8 35.7 
1983 1,314,006.2 102.9 482,135.5 105.7 36.7 
1984 1,429 ,323.3 108.8 506 , 845.9 105.1 35.4 
1985 1,477,841.5 103.4 526 , 988.4 104.0 35.6 
1981- 
1985 6,719.505.7 105.2 2,420,553.5 104.1 36.0 





Table No 2. Development of Material Costs and Services of a Non-material 


Nature 
Costs 1981 1982, 19831984 = 1985 
Material costs (bil/Kcs) 746.4 792.0 802.0 890.2 917.3 
Proportion of output (2) 61.1 62.0 61.0 62.3 62.1 


Services of a non-material 
nature (bil/Kcs) 25.0 26.1 28.2 29.7 31.3 


Proportion of output (7%) 2.0 2.1 2.2 2.1 2.1 
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Table No 4. Indexes of Growth of Structural Elements of Adjusted Value 
Added in the Seventh 5-Year Plan 











Financial 

Year Depreciation Wages outlays Adjusted Profit 
1981 110.4 105.0 109.4 0.959 

1982 103.7 101.3 100.9 102.2 

1983 105.9 102.4 104.9 112.3 

1984 105.5 102.6 109.8 105.5 

1985 105.4 102.4 106.2 104.0 
1981-85 106.2 102.7 106.2 103.8 


Table No 5. [Changes in the Structure of Adjusted Value Added from 
1981 to 1985] 


1981 1985 
Depreciat ion 13.9 14.5 
Wages 43.4 40.3 
Financial Outlays 19.6 70.5 
Adjusted Profit 23.1 24.7 


Table No 6. [Comparison of Labor and Operating Costs] 





Prop. of 
operat ing 
Operating costs Labor costs costs ty Prop. of wages 
Year (bil/Kes) (a) _(bil/Kes) output (7%) _to output (%) 
1981 165.4 194.7 13.5 15.9 
1982 173.1 197.3 13.6 15.4 
1983 177.6 202.1 13.5 15.4 
1984 204.2 207.4 14.3 14.5 
1985 212.4 212.3 14.4 14.3 


a) Operating costs = fuel consumption + energy consumption + repairs 
and maintenance + depreciation of capital assets. 
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CAUSES OF LOW PRODUCTIVITY EXAMINED 
Budapest HETI VILAGGAZDASAG in Hungarian 24 Jan 87 p>» 49-50 
{Article by Marton Szabo: “Democracy of Envy?) 


(Text) Statisticians have often shown that peop! .« Hungary--measured in 
work-hours and including straight-timge as well as leisure tise effort-—-—put in 
gore work than they do in gsany a developed, capitalist country. Why is part of 
the effort still wasted, is the question to which the researcher of the Labor 
Research Institute is trying to find an answer and on which he expresses his 
opinion in this article. Some of his statements leave room for debate and the 
editors would welcome the readers’ comments. 


Many data and analyses indicate that in Hungarian society--counting both 
employed workers and work organizations--there is a considerable productivity 
reserve, ranging roughly from 20% to 100%. Various opinions, not necessarily 
unanigous, trace the sissing or reserve productivity to three basic causes. 
Firstly, to the Hungarian worker's alleged personal traits (undisciplined, 
individualistic, etc.). Secondly, to the work organizations’ obsolescence 
(over-regulated, rigid, unstigsulating). Thirdly, to the malfunctioning of an 
economy built on state ownership (scarcity, bureaucratic sanagement, etc.). 


Whether it is the individual or his surroundings that is perceived by economic 
policy as the obstacle to full productivity development, has both political 
and practical significance. The gajority of our domestic economists consider 
conditions and circumstances to be critical. There sight, of course, be some 
momentary political significance to pointing out people's bad habits, but we 
gust realize that what we are witnessing are changes in the historical 
situation and the historical point of view. 


The following is the essence of the changes. Hungarian society has been 
struggling for the past 200 years to lift from the population's shoulders the 
burden of conscious cultural backwardness (compared to Western Europe) which, 
in the past, was the greatest obstacle to all “beautiful dreags,” and, 
simultaneously, the element that was sost resistant to change. The socialist 
system has, in this respect, fulfilled a historic eission: 15 to 70 years ago 
the schooling, habits, values, and aspirations of the majority of Hungarian 
society becagse such that they no longer bar our “arrival" into Europe. 
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Recognition of this fact is progressing slowly in this country, and that, too, 
has its reasons. On the one hand, the socialist systems and ideologies evolved 
in an earlier situation, and, in addition, without alternatives; they sees, 
therefore, to be the sole--successful and legitimate--socialist solution. On 
the other hand, the citizenry has, in many respects, become used to the 
supportive role played, in earlier tiges,. by the state. In gwany instances 
members of the leading stratum are keenly interested in saintaining earlier 
conditions and, finally, one should not forget that changes usually involve 
uncertainties as well. 


Many believe that there is no basic, objective obstacle today to increasing 
productivity in Hungary. Our people are decidedly effort-orlented. Obstacles 
of an objective nature are not primarily the oft-mentioned laziness, lack of 
discipline, and indifference, but the kind of insouctance and buck-passing 
deveioped gsainly under state-directed efforts at overcoming backwardness, 
mostly in the course of socialist industrialization. 


The existing sultitude of uncertainties do not stimulate anybody to greater 
efforts. So far, our economic policies have--in the short run, and seemingly-- 
always protected the greater portion of our producers from the vagaries of the 
international garket, but in the long run, they can obviously not protect our 
entire society. So far the principal seans of development and survival of our 
econogic units was not founded on ganaging to enhance their sarket- 
adaptability, but on isproving their ability to adapt to the regulators--to 
persons as well as to rules and regulations. Individuals, too, have been sore 
interested in taking advantage, a3 quickly as possible, of any avallable 
opportunity, because “who knows what the morrow sight bring.” 


The behavior of the stratue--which, in spite of the difficult economic 
situation, case out the winner 'n the past few years--is conspicuous. We 
speak, in part, of those qualified workers and intellectuals who, in leasure 
time work, earned substantia! incomes. Many are, nevertheless, dissatiuf ted 
with their situation, because they consider it insecure. To the gsajority of 
thee it is not clear what, when, and why the government is doing, and they 
have no effective influence on whatever measures it takes. This lively stratus 
could probably well adapt to the necessities and chalianges of life's 
realities, but they are pretty much at the mercy of this give-and-take 
situation, and are quite conscious of it. The results are short-run activity 
and self-defeating attitude, i.e., on the one hand, they drive theagselves to 
destruction, and on the other hand, they tend toward unsavory practices. 


Disctpline and attendance at the work place are not prerequisites of 
productivity, and the view, which emphasizes only the latter, concentrates on 
worker groups and attitudes no longer representative of Hungary's economy. In 
the fifties and sixties it was indeed still cructal, how quickly the tndustry- 
bound gillions could adapt to factory discipline. But for the past fifteen or 
twenty years already, the gain question is, “What is it they are doing io the 
factory, once there.’ Moreover, the actual sotor of development is the 
qualified worker hiaself, toward whom traditional and formal disciplinary 
attitude is largely nonsensical and ineffective, whereas the prigary obe jct ive 
should really be the enhancement of his performance. 
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The experience of the past ten years clearly indicates that the possibilities 
of exacting gore productivity are limited. Confidence and independence play 4 
greater productivity-igproving role than forsal rules and forsal 
subsissiveness. Nevertheless, the view strongly persists in Hungary's economy 
that ‘an individual left alone, will commit anti-seoples-econogy and anti- 
social acts, from which he ought to be prevented.’ It would seem that sistrust 
between enterprises and state authority, too, is the “result” of this 


philosophy. 


Remuneration as a stigulant. plays--or should play--an igportant role in 
enhancing productivity. Overtige ea-nings, in many instances, clearly indicate 
the pay rates which might be neede’ in straight tise, too, in order to achieve 
significant extra productivity. But the fear of “run-away” wages is so strong 
+ ese days, that it imspedes the fulfilmwent of this isportant purpose. 
Nonetheless, it is igpossible to stem the tide of “run-away” earnings, 
especially in the case of those, whose key to extra earnings is not based on 
effort, but rather on “dexterous” exploitation of the regulators. Of course, 
in order to enhance the stisgulating effect of better remuneration, it is also 
necessary that enterprises be interested not in paying out as much as possible 
in wages, but rather in sanaging their affairs as profitably as possible. It 
has been proved ttat it is not possible to direct this sanager's/foreszan's 
task successfully from top state levels. 


Various studies indicate that Hungarian society's scale of values has become 
Gefinitely pragmatic, which does not sean that people have become selfish. One 
should also acknowledge the fact that, in accordance with European cultural 
tradition, the attitude of the Hungarian populace is individualistic, and most 
of them become really eager and busy only when they can work for themselves. 
One should build on this basic attitude. In gy opinion it is useless to expect 
the Hungarian worker to display the attitude encountered in some Far Eastern 
nations, where workers perceive almost no difference between their own life 
and that of their company. We are talking about well-known facts: in our 
oountry the worker will “work the daylight out of a job" if it is worth his 
while and if it pays. It is this eagerness that we should try to harness and 
find a proper forsgula for, and in all probability, the basic reason for our 
society's under-achievement is the lack of some such formulation. 


Under-achievement, of course, is subject to ambivalent interpretation, since 
an increase in the individual worker's productivity and unprofitable 
production are two different things. Consequently, the decisive element in 
increased productivity is not the “super effort,” the quantitative lcrease, 
but changes. It is necessary, therefore, that beside “extra effort,” society 
accept as accomplishment also such changes as training or re-orlentation. 


The actions of econogic leaders are crucial in the increase of production 
capacity. They play a key role in profitable production, since sanaging--wel) 
or poorly--can only be done at enterprise level, and not from the position of 
the employee or state management. It is extresely isgportant that the 
enterprise's possibilities and gsarket pressures be general. Simultaneously, 
management's responsibility-assuming character ought to be strengthened, in 
contradistinction to appoint@ents ‘til summary dismissal or until retirement. 
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However, assuming responsibility and entrepreneurial behavior are still far 
from general these days, sor has acceptance of the difference between work and 
entrepreneurship becogwge widespread. Accogplishing one’s work load, to be sure, 
is associated with hired-laborer sentality, which considers sharing in 
benefits in proportion to efforts invested as justified--it being the tenet of 
distribution of earnings in accordance with work perforsed. 


The entrepreneur steps out of this safe forgat: he risks lasediate and safe 
earnings in hopes of greater and sore delayed profits. For such undertakings, 
today, even finascial conditions are only rarely available, but popular 
thinking does not quite know what to sake of it either, as we have, for 
decades, been living under conditions of adaptation and equalization. Yet, it 
is unlikely that popular thinking is the gain obstacle to differentiation. 
Behind the “democracy of envy” hides the practice and interest systes of 
bureaucratic gsanagement, to whom success of any individual accosgplishsent and 
Savvy are anathega. 
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HUNGARIAN-SOVIET INDUSTRIAL TECHNOLOCY MIXED ENTERPRISE 
Budapest NEPSZAVA in Hungarian 21 Feb 87 pp 1, 4 


[Article by Tibor Flanek: “Hungarian-Soviet Mixed Enterprise for the 
Introduction of High Technology”) 


[Text] Im order to aid the industry to rapidly employ the latest scientific 
results, a Hungarian-Soviet joint enterprise was established, with headquarters 
in Budapest and with the participation of two Hungarian enterprises and the 
Soviet Union's Scientific Academy as well as the Institute of High Temperatures, 
under the leadership of Sheindlin, the internationally renowed academician. 

From the Hungarian side, the Technova (the bank of the Ministry of Industry), 
the Lenin Metallurgical Works, the Institute of Carbo-Hydrogen Research and 
Development, the Steel Industrial Research and Development Enterprise, the 
Institute of Electric Power Research and the Central Institute of Mining 
Development will take part with their capital in the joint venture. The 
Ministry of Industry took the initiative in the establishment of the joint 
enterprise, and the foreign trade preparations were done by the Intercooperation 
Trade Development, Inc. 


In the Soviet scientific institutions many valuable results in research and 
development have been achieved, and it is expected that these will be employed 
more rapidly than before in the Hungarian-Soviet joint enterprise. This was 
the topic of our interview with Yevgheniy Mikhailovich Selykov, deputy director 
of the Institute of High Temperatures which employs 4,000 persons, including 
1,500 research and development engineers. 


[Anewer] Our basic goal is to develop and use high technologies in the entire 
energy industry. Thus we are not dealing with power plants but, for instance, 
with mining technologies or with energy-conserving solutions in the diverse 
areas of industry. The basis of our work is the technologies already worked 
out by both the Soviet and the Hungarian institutes. As a first step, we want 
to implement these in practice as soon as possible. And, subsequently, we 
may succeed in further developing these processes and in achieving higher 
standards in our joint activity in research and development. The jointly 
selected technologies carry long-range promises for both parties. It is 
certain that this will make them competitive even in the capitalist markets. 


rt 
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[Question] How will the joint enterprise operate? 


[Answer] It will have a maximum of 10 to 15 members. They will organize the 
work at the institutes of technical development and the manufacturing enterprises 
through contracts of implementation. They will also do market research, and 
competitive products will be manfactured according to market demand. 


[Question] Why did you choose Hungarian partners? 


[Answer] Laszlo Kapolyi, Minister of Industry, and our director emphasized 

at their meeting th<« importance of mutual interest in the joint activity in 
jointly selected areas. In these areas both countries have expertise, high- 
level concepts of development as well as results. This cooperation will help 
in using these in industrial practice as well. For us, the joint enterprise 
is a new form of the industrial application of the results achieved in research, 


and of high technology. 
[Question] When will the enterprise begin operating? 


[Answer] + think that by mid-year we must begin with serious work. We are 
examining a host of technologies. These include some that could be introduced 
within a year, others require a joint development that will take 2 or 3 years. 
Among the areas already being examined, I could mention the oil producing 
technologies, the electronic metallurgical instruments ani the energy-con- 
serving production processes. 


9414/12851 
CSO: 2500/262 
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ECONOMIC HUNGARY 


WOMEN ENDANGERED FIRST BY LAYOFFS UNDER REORGANIZATION 
Budapest MAGYAR HIRLAP in Hungarian 15 Apr 87 p 3 


{Article by Erzsebet Fazekas “Structural Transformation and the Employment of 
domen--We Must Endeavour to Alleviate Tensions” under the rubric “Domestic 
Roundup--Forum” | 


[Text] In conjunction with structural transformation it is anticipated that 
women employed in industry will be affected far more than men, enterprise 
managers, union leaders, and individuals concerned with women issues told a 
conference. It is not sufficient to recognize this fact, one must also act, a 
commenter said. Industrial leaders would like to resolve this issue through 
the broadening of the flexible work system, by now, however, this has become a 
mere wish. A resolution of this problem is set back by lack of interest on 
part of employers, in addition to the absence of appropriate conditions. de 
asked principal assistant Mrs. Lehoczky dr Csilla Kolonay, member of the 
Women's Council, to talk about present conditions, about regulations and 
changes that will confront female employees. 


[Question] Industrial structural reform appears to be an urgent requirement. 
@hat will it mean to women in industry? 


[Answer] Women will be more disadvantaged then men, because the skill profile 
of women in industry is very bad. While 66 percent of men are master level 
workers, 26 percent are trained wopkers and 8 percent are unskilled workers 
among women we find only 25 percent at the master level, 66 percent at the 
trained level, and 13 percent in the unskilled labor category. Untrained 
workers have no leverage, no convertible skills, and their retraining is much 
more difficult. 


[Question] Do enterprises that endeavour efficiency lay off women more easily 
than men? 


[Answer] This is a fact of life, and for this reason the women's situation is 
identical to that of commuters, those recruited from distant workplaces. 
Gradually we are reaching the point where both economists and labor lawyers 
matter-of-factly state that the female workforce always played a balancing 
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role in the labor market. Demand for female workers increased during the 
economic boom, while in the recession they are pressed into the background. 


[Question] Why do you view this situation is such an adversarial manner? 


[Answer] As a labor lawyer who teaches regulatory law concerned with the 
protection of women's interests, I see the situation as more grave than it was 
ten years ago. In retrospect the 1970's seem like a golden age. At that time 
we thought that regulations have gotten to a point where only refinements 
would be needed. I have in mind, for instance, certain advantages, certain 
rights (e.g. childcare benefits [GYES] and GYED [abbreviation unknown,]) and 
some provisions that fixed family protection in general, on the basis of the 
parents’ right. We now reached the point where all those negative phenomena 
that weaken family stability are being blamed on working women. In the 
1950's, when industry virtually absorbed female workers, (today almost 82 
percent of working-age women are employed,) we developed an ideology by which 
the principle of equal rights for women demands that women be able to work at 
every workplace. We now experience the opposite by virtue of an ideology 
which advocates that a woman's career peaks when she takes care of the house 
and raises children. 


[Question] Where do you see the middle-of-the-road between these two extremes? 


[Answer] It would be ideal if we could create a social condition in which all 
potential employees could decide where they want to work--based on their 
abilities and inclinations--and at the same time there would be an opportunity 
to stay home and still get paid if he or she wants to raise children, 


[Question] How realistic is it to expect someone to stay home in these days 
when the trend is toward two wage-earners per family? And from the budgetary 
viewpoint, how realistic is it to expect that the one who stays home continues 


to get paid? 


[Answer] I can see a number of solutions. As far as I am concerned, I would 
expect that efficient work is paid for at a level sufficient for a family to 
live on. On the other hand, I would be pleased to urge that any woman who 
Stays at home to take care of a child, a sick person or an aging relative 
should receive the equivalent of the lowest wage paid for trained workers. 


[Question] Let's get back to realities ... If indeed it happens that in 
uneconomical enterprises women will be layed off first, there remains a 
question: how can the resultant tensions be alleviated through legal means? 


[Answer] As a labor lawyer I can say this: there are no legal provision that 
force the enterprises. There is no law that prescribes that from among 50 
dismissed persons only 10 should be women, It could be prescribed, however, 
that by increasing their budgets, local councils create work opportunities for 
those who live in the neighborhood. One could establish a central preference 
for contractual workers in a manner that say 50 percent, or for that matter 
the entire amount of wages paid to contract employees be deductible from the 
enterprise tax base. Contract employees today are eligibile to receive GYES 
benefits, but their dependence is still too great. From the outset they enter 
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into unfavorable contracts; they maintain contact only with one individual at 
the enterprise, and it is this individual upon whom it depends whether they 
receive work that pays well. And since their interests cannot be reconciled 
among themselves, they cannot make these interests prevail either. Part-time 
workers are not being considered when it comes to wage increases, rewards and 
promotions. They too live on the peripheries of the workplace. 


[Question] But still, what kind of regulatory provisions could enhance the 
Situation of female employees? 


[Answer] Shared jobs, for example. Today's law does not provide for this, 
but in some places abroad this is already being practiced. Two persons take 
one job. In Hungary employers may contract only with one person, they cannot 
hold two persons financially responsible, just as they can pay social security 
contributions only after one person per position. But this view is flawed, 
because under this premise any worker who wants to work less than full time is 
“suspect.” I know a woman lawyer from whom it is expected that in six hours 
she complete eight hours’ of work--for less money. 


[Question] In summary then, what does the seventh S-year plan provision mean 
to women--the provision that concerns industrial structural transformation and 
affects some 200,000 workplaces? 


[Answer] As we said, women are undertrained as compared to men, on the other 
hand, due to the known family responsibilities and obligations women are much 
less capable of accepting the burden that comes with re-training, and they 
cannot commute to distant workplaces either. This is why it is likely that a 
larger number of women than men will be deprived of work. But structural 
transformation, counter-development in some places, and the shut down of 
workplaces is an economic necessity. The resultant human conflicts must be 
accepted in the interest of evolution, but wherever possible, one must 
endeavour to alleviate these conflicts. 
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ECONOMIC HUNGARY 


PRIVATE FARM PRODUCTION UP, DESPITE NUMERICAL DECLINE 


Budapest NEPSZAVA in Hungarian 24 Feb 87 p 4 


[Article by Vera Lendvai: "Great Tasks Are Ahead for Small Farm Producers" ] 


[Text] The Seventh 5-Year Plan includes a 3 percent annual increase-- 
calculated in 1984 prices--in the gross production of the household and 
supplementary farms. In the Sixth 5-Year Plan the small farms produced one- 
third of agricultural gross production. This is a good basis on which we can 
build. Although the number of small farms and the size of the land they 
cultivate decreased somewhat in the past 5-year plan, the volume produced 
increased. This resulted primarily from the fact that in the small farms, too, 
the best technologies are employed which were taken from the large enterprises 
and, at the same time, products that require extensive manual labor are 
produced with great care. In addition, the large enterprises that organize 
the production supply them with fodder and extenders. 


At present, 1.4 million families are involved in such small farming. (This 
figure does not include hobby-gardens.) In 5 years, they produced and raised 
420 billion forints worth of meat, produce, fruit, honey, poultry, rabbits, 

fur animals, and eggs. More than half of this production was taken to domestic 
and foreign markets, the remainder was consumed by the producers. In addition 
to boosting the volume and variety of the supply and taking part in export 
production (they provide one-third of agricultural exports), they also provide 
supplementary income for many workers, peasants, and retired persons. 


Interests and Market ing 


The time has come when the household branch is organized well enough for making 
mid-range plans. The question emerges whether something, the existence of 
which depends entirely on decisions of individuals, can be planned at all in a 
dependable manner. This is what I asked Dr Gyula Boluzs, chief of department 
at the Ministry of Agricuiture and Food Products. 


[Answer] Production management is generally done through integrators in the 
large enterprises, thus the small enterprises also share the responsibilities 
as a result of their commitments. The large enterprises provide the emall ones 
with service, partly through supplying them with basic materials, tilling, and 
plant protection as well as with help in marketing. The presence of the large 
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enterprises and other favorable conditions is indicated by the fact, for example, 
that 2.8 million tons of grain reach the emall farms annually as fodder, 
originating from the large enterprises. The General Consumer and Marketing 
Cooperatives also take part in the grain trade and thus the small farms are 
provided with a total of 9 million tons of fodder. 


There are some problems, however, For example, in livestock-farming during 
1985, there was a huge decline which called the attention to the unfavorable 
disparity between the selling prices and the prices of industrial products 
needed for production (relative ratio between agricultural and industrial 
prices). For in the Sixth 5-Year Plan the selling prices of farm products 
increased by 22 percent while those of machines, artificial fertilizers, 
chemical products, and construction materials increased by 32 percent. 


It was in 1985 when the lack of interest of producers was felt most drastically, 
when the number of hogs decreased by millions. Thanks to state measures, the 
trend turned around by 1985. The state animal trading enterprises put 128,800 
sows in household and small farms in a year, after the introduction of favorable 
regulatory modifications and measures. Regional enterprises also took part in 
such activities. The rapid reaction and positive attitude of the small farms 
are indicated by the fact that last year they sold 10 percent more products 

than a year earlier, but they did not yet reach the level of the previous year. 


[Author's comment] Interests and marketing. These two terms constantly 
appear when the subject is household and small farms. In Gyor County, for 
example, we were told that relations between the household farms and the 
integrators are smoothest in poultry production and in milk selling. The 
farmers know exactly on which day and in which hour the milkman comes or when 
the little chicks arrive and when they must “be ready” with them. And they 
know the prices as well. For example, the poultry farmers also take it into 
consideration that the animals must be kept in heated pens in the winter and 
thus the overhead is higher. 


[Answer] These experiences, says Gyula Boruzs, prove that one can build and 
plan on this branch. Especially where the large enterprise also plays a role, 
providing services and encouraging the small producers to creatively take part 
in the production. For example, they encourage them not only to care for the 
animals but also to breed them. This is a long process but the quality 
requirements affect the small farms as well. By now there is a possibility 

for signing a contract in which the product is classified after the slaughter 
and in which the producers may earn extra quality bonuses, determined in forints. 


A Sensitive Branch 


In the emall farms it was the lifestock farming where the greatest results 
were achieved in developing interests. However, in addition to the two magic 
CORDELE SO ROT FACET CELE ANG Mat >~pePd yin ache mer a with good dregd ing 
stocks and quality fodder is also indispensable. The example of 1985 shows 
that this branch is extremely sensitive. Results are achieved only through a 
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lot of labor and trouble. The farmers‘ net profit is an average of 500 forints 
per hog. So why do they do it? Partly because of their love for traditional 
farm work and partly because selling several animals at the same time will 
result in a larger sum of money which then can be used for the implementation 


of goals: construction, buying furniture, or supporting their children. 


Within the sphere of small production, the production and marketing of produce 
and fruits is still quite chaotic. Although the supply in the past years was 
adequate despite the draught, marketing is essentially still unorganized. This 
is the area in which the contracts are the most independable, resulting in 
arguments and abuse. 


Traditional Regions 


But in this area, too, better conditions could be created. The vice president 
of economy at the Pushkin Co-op of Szegvar said that they are able to manage 
the production of household and small farms well because they recognize the 
farmers’ interests. For this the co-op takes care of the biological basis, 

the tilling, the plant protection, in other words, it supplies services and aid 
in marketing. They found a good partner, the Early Produce Growing System of 
Szentes: it is not only a dependable buyer all year long, but most of all it 
gives information to the producers, so that they produce what is marketable 
both at home and abroad. 


The branch of produce and fruit requires a quite extensive work. It gust be 
adapted to the regions, customs and possibilities as well as to the waves of 
fashion. (There is a constant demand for a new kind of fruit or vegetable.) 

It is primarily in the Danube-bend, in the Gyor area, in the region of Nagyrede 
and among the hills of Nograd where raspberries can be grown profitably. In 
the latter area, for example, the Peace Co-op actually “specializes” in growing 
raspberries: it produces them, buys them, and prepares them in its cooler for 
transportation just as it is done in the cooler of the Nagyrede vinery which 
also takes part in the production, supply and exports. It has become a 
tradition in Heves County to grow a lot of cucumbers; around Szentes and in 

the Szigetkoz, vegetables are grown; Szatymaz grows peaches and Szabolcs grows 
apples. 


There are still wisigned contracts. These must consider the local possibilities 
and must prepare the activity in a way that it will equally benefit the small 
farms, the large enterprises, the General Consumer and Marketing Cooperatives 
and the population. 


9414/12851 
CSO: 2500/262 
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REPORT ON BANKING ACTIVITIES PUBLISHED 
Budapest HETI VILAGGAZDASAG in Hungarian No 8, 21 Feb 87 pp 50-52 


(Text) The report given by Matyas Timar, president of the Hungarian National 
Bank earlier this week, covers the HNB's last year as "the" bank of Hungary. 
In the two-tier banking system, in effect since January 1, 1987, many of HNB's 
functions have changed. But there is no change in one respect: one of HNB's 
main functions will continue to be the management of Hungary's convertible- 
account debt which, contrary to a planned decrease, continued to increase last 
year and, according to the bank president's report, the net amount of the 
national debt has reached 7.8 billion dollars. 


The unfavorable economic tendencies of 1985 continued throughout this past 
year, observed, among other things, Matyas Timar, president of the Hungarian 
National Bank (HNB) in his report given February 16. While domestically 
available resources failed to reach planned levels, domestic spending grew in 
excess of plan, with a consequent increase in foreign indebtedness. 


The 1986 peoples’ economy plan--after a continued deficit in 1985 in the 
convertible-account balance of payments--was aiming at improving the foreign 
trade balance. Consequently, the plan, in this respect, called for sinigal 
surpluses, while in the ruble-account balance of payments, the budget called 
for a surplus somewhat below that of the previous year. 


The planned goal was reached in the ruble account: considering the aggregate 
of the past two years, net Hungarian debt decreased to a greater extent than 
planned; however, we did not succeed in reaching our goals as far as the 
convertible account is concerned; in the current balance of payments, instead 
of a budgeted surplus, we showed a considerable deficit--exceeding even that 
of 1985. By the end of the year, Hungary's net foreign debt increased to 7.8 
billion dollars--announced Matyas Timar. 


There developed a 400 million dollar deficit in foreign trade, combined with 
domestic over-distribution. A price loss of over 400 million dollars played a 
considerable role in the development of the deficit, which we did not sganage 
to balance by revamping the mechanisa@ of our economy and by increasing the 
supply of up-to-date products, but which was also adversely affected by 
selling difficulties caused by discrimination in export sarkets. 
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Tourism had a favorable year in 1986, although the effect of events adversely 
influencing foreign travel, especially to European countries, could be felt in 
Hungary too. Foreign exchange receipts from last year’s international touriss 
amounted to 28 billion forints, i.e., 11 percent sore than in 1985; this 
breaks down into a 2 percent increase over the previous year for ruble-account 
receipts (389 million transferable rubles) and a 28 percent increase over the 
previous year for convertible-account receipts (364% sgillion dollars.) 
Hungarians traveling abroad purchased approximately 11 billion forints worth 
of foreign exchange, i.e., 6 percent sore than in 1985. This breaks down int 
a 4 percent decrease for the total of ruble-account expenditures and a 2! 
percent increase for the total of those in convertible account. The country's 
foreign trade balance improved in 1986 by surpluses from foreign travel of 272 
gsillion transferable rubles and 199 million dollars. (The foreign touriss 
dollar surplus was 50 million more than in 1985.) 


Unsatisfactory developments in the economic sechaniss, low levels of revenue 
generation, and increasing subsidies to uneconogical activities have ied to 
the high--47-billion-forint--deficit in the country's budget, recalled the 
president of HNB. Application of reorganization and liquidation regulations, 
put into effect in September 1986, has so far not resulted in any significant 
changes to alleviate our economic probleags. The nuaber of losing, 
undercapitalized enterprises increased in 1986. Enterprises sade no 
significant efforts in the past year to collect sore forcefully from their 
debtors. 


Matyas Timar continued by analyzing last year’s credit experiences, and went 
on to describe the development of our domestic bank system. As we all know, as 
of January |, 1987 we have a two-tier bank systes, the gost isaportant feature 
of which is the separation of the central-bank function from the comsercial- 
bank function. HNB, as the issuing bank, is the Hungarian Peoples Republic's 
central bank, the state's and the banks’ bank. It is responsible for 
formulating credit policy and, along with the banks, for the enforcement of 
the same--said Matyas Timar in his report. HNB’s main task is the assertion of 
monetary aspects in the formulation of economic policy aims, the assurance of 
the econosgy's financial requirements and the taprovement of its financial 
balance. The central bank perforgs the regulation of banking activity by 
charging central bank interest, oy requiring that the banks saintain 
obligatory reserves, by central-~bank rediscounting and by open sarket 
transactions. HNEB is also engaged in centrally regulating the banking 
activities of specialized financial institutions, insurance companies, other 
juristic persons and funds, and in checking compliance with the regultaions. 
By regulating the commercial banks’ liquidity, the central bank can influence 
the totality of credits extendable to individual incoge earners, i.e. the 
extent of credit-generated purchasing power. 


The revagping of the banking system, however, has not changed HNB's role in 
managing foreign exchange and foreign credit transactions and in control ling-- 
mainly in connection with foreign trade--all financial settlements. 


The Minister of Finance exercises the state supervision of banks and banking 
activities via the State Bank Supervisory Authority. This is a new type of 
departmental authority which, in its watehdog capacity, sees to it that banks 








and financial institutions, using typically outside assets, perfors their 
activities so that depositors’ interests are not jeopardized and that no 
tendencies develop that gight represent a threat to the banking systes. (The 
bank supervisory authority encogpasses the regulation and control of the 
establishsent, operation and liquidation cf banks.) 


The HNB president then went on to the bank's tasks for the present year. In 
the forgulation of the 1987 credit policy principles, he said, by a new and 
far-reaching decision, the banking systes’s composition was changed as of the 
1 January 1987. The gain characteristic of this year's planned credit policy 
is that it intends to use quant ttave credit regulation to balance avallabie 
resources and credits (which include fewer foreign resources than in the year 
of 1986) and, with reference to the possibilities resulting from the revamped 
banking systes, to give a greater role to the economsy-organizing function of 
loans, announced Matyas Tigar. Total credits avallable to the enterprise 
sector sight increase by 15% billion forints. 


The above-sgentioned strict quantitative regulation, characterizing the 1987 
credit policy, seans that if the generation of resources falls behind planned 
figures, thes credit avallability can not reach the presently envisioned 
levels either. This should affect the enterprise sector first of all, since it 
is there that incoge is (or is not) generated, but it obviously also affects, 
ang gust affect, the state sector. 


The sonetary policy, designed to siniaize the balance-of-paysents deficit, can 
be achieved by the issuing bank, via the regulation of com@ercial banks, Dy 
the following teans, explained the HNB president: 


~ By setting the asount of obligatory reserves (20 percent on sight deposits, 
and 10 percent on tige deposits.) - Some of the laportant itees agong the 
banks’ resources are refinancing credits. The new cogsercial banks are 
partially HNB’s legal heirs, and thus the gedium and long-tere loans extended 
earlier to sSanagegent organizations were, at the outset, covered by the banks 
by geans of refinancing credits. In the issuance of short tere refinancing 
loans it is ig@portant that the banks’ liquidity be kept flexibie, i.¢., by 
account-current type credits and by the rediscounting of drafts. But 
provisions should also be gade, said Matyas Timar, for the contingency of an 
unwarranted overabundance of cash, when refinancing loans gust be callable. 


-~ In the case of invest@ent credits HNB eust pursue refinancing practices 
under which investgents must not exceed projected ligaits, and at least 6° 
percent of the credits extended are tied in with the achleveg@ent of top- 
priority econosy-boosting prograas--averred HNB's president. In the course of 
this year HNB will extend invest@ent refinancing credits--considering loan 
commiteents already assumed for 1987--prigearily for World Bank prograas. In 
this connection, of course, top priority will be given those projects which 
foment the expansion of the export goods trade and projects connected with 
central economsy-boosting programs destaned to decrease subsidization, {.«., 
energy rationalization progrags, technology sodernization progrags aisged at 
laproved resource utilization, and by-product and waste utilization progress. 








The deficit in the balance of payszents and the financing of fosmentation 
programs make it necessary that in 1987 also we avail ourselves of external 
loans. In essence, we intend to continue our prevailing credit policies, said 
Matyas Tisar. This seans that of the incoging credit proposals, HNB will avail 
itself of those which offer --nditions normally extended to good borrowers. 
If, as a result, Hungary's credit availability exceeds its iamsediate financing 
needs, then HNB will use the excess in 1987, too, for the anticipated 
agortization of sore cusbersome liens and/or for increasing foreign exchange 
reserves. 


Credit extension sethods sust be refined, giving preference to the draft and 
to draft rediscounting as tools of short-terg-loan granting, stated the 
president of HNB. In the sarshalling of internal resources HNB will 
emphasize-- gore than it did in the past--the inclusion in the economy of the 
perople’s income. In the interest of proper stigulation and in connection with 
the impending tax reform, HNB deems it necessary to bring closer the interest 
rates charged the people and those charged the enterprises. 


1987 is the year of a significantly expanded development of the economic 
reform, was the way Matyas Tigar evaluated this year’s economic efforts. This 
year we gust put a stop to the 1985/1986 unfavorable processes, and sust 
achieve positive changes in evolving an econogic policy based on isproved 
effectiveness and quality. An igportant element in this process is the 
acceleration of econosgic reforsg. Preconditions of further progress are: 
minimizing deficits in the state budget and in the convertible-account balance 
of payments, and developing the econosgy selectively. 


Members of the new banking system will play a significant rcie in achieving 
the algs of the peoples economy. Naturally, however, bank reforms and inclusion 
of foreign capital, in theaseles, cannot bring about the expected reversal. 
What is needed also is to gake changes in sost other aspects of directing and 
regulating the econogy as well, so as to force the sodernizgation of our 
obsolete production systes. 


| Bou, > 51) 
Hungarian Credit Practice ‘86é 


"Credit practices were not sufficiently strict, prigarily in the area of 
working-capital loans,” stated Matyas president of HNB in his report, talking 
about his bank's activities in the stricter sense of the word. 


The use of at least 60 percent of last year's planned investment credits was 
intended by HNB for invest@ent in top-priority peoples’ econoagy projects, 
prigarily for the progotion of increased export activity. 


According to the government's credit policies, available invest@ent credits in 
1986 could have increased by 1.8 billion forints; HNB could have loaned out «a 
total of 21.8 billion forints, and could have collected 20 billion forints in 
amortization. In the course of the year HNB was able to increase total loans 
by 6 billion forints--by the use of soneys derived froe bond issues and/or 
accelerated loan agortizgations--and also obtained permission to use, for the 
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purpose, part of the peoples-econogy investgwent credit reserve. HNS, in 
actuality, extended 2! billion forints* worth of loans last year which, then, 
falls considerably short of its possibilities. This can be traced prisarily to 
its availing itself, to a lesser than planned extent, of credits relative to 
Worid Bank prograas, according to the HNB report, sostly because the 
applicants failed to substantiate their respective claiss suffictently. 


Equally under-utilized were invest@ent loans, and there was an increase last 
year in investments sade by enterprises using their own resources. 
Consequently, domestic sanage@ent organizations--although failing to take 
advantage of credits avatlable to them--over-fulfilled planned investments. At 
the sage time, the indices of investwent credits extended in 1986, ratio of 
means-of-production vs. profits, average loan extension tige, ratio of own 
resources, worsened in cogparison to the previous year. 


HNB extended substantially sore working-capital loans last year; the totality 
of these loans increased by 42 billion forints instead of the planned 19 
billion forints. Main reasons of the tncrease: troubles in the area of 
exports, iate deliveries, longer delays in collection, socialist laeports 
arriving oceastonally in spurts and other inventory increases. At the sage 
tige, the totality of working-capital type deposits were 5 billion forints 
less than planned. Last year the nuaber of teagporarily insolvent enterprises 
and the total of uncollectible debts were saaller than in 1985. At the end of 
Last year 5° enterprises owed 14 Billion forints, while one year ago i27 
enterprises owed 25.3 bBlilion forints and--as the saying goes in banking 
par lance--they were “standing in line,” 1.6, sany had unpaid balances with HNP 
anc/or other lending institutions. 


in 19560 HNB adjusted the interest rate twice: as of April 1, 1986 it lowered 
the export-enterprise refinancing loan tnterest rate by 1.25 percent and the 
negotiable export-document discount rate by | percent. 4s of 1 July it reduced 


issuing-bank interest rate by | peroent. 


ast year HNB discounted « total of 13.3 bBlllion forints’ worth of drafts 
overing 1,265 business transactions; as of 31 Deceaber it was holding 428 
discounted drafts of a total valwe of 6.4 billion forints. In 1985 HNB 
liscounted an average of {7 drafts per sonth, while last year it discounted 
twice a5 gany, which ic an indication of a favorable change in dosestic loan 
practices. 


iINB’s banknote and in ventory increased in 1956 by 14.6 Billion forints 


wad reached 137 billion forints by the end of the year (the 1985 increase was 


12.9 bDliillon forints). Under this ‘Yeading, cash outflow grew sore rapidly than 
ish inflow, which gseant that last year, of every 100 forints of cash, 97.85 
forints returned to the coffres of HNB. The reason was that last year the 
population--fros its gain sources of incose--derived 5.4 percent sore soney 
than « year earlier, whereas its spending grew at « slower rate than the year 
before. Further in this connection, the totality of the people's savings- 





account deposits increased by a greater amount than in the previous year, i.e, 
by 30 billion forints, and totaled 275.1 billion forints by year’s end; of 
every 100 forints cash income the population banked 5.55 forints (in 1955 the 
figure was 4.86). The people spent 2 billion forints on bond purchases, which 
was double that of 1985. 


Moreover, last year HNB was in a position to aval’ itself abroad of sedius and 
long-tersg credits in amounts exceeding i inancing requiresents. 
It used thes to pay off earlier, shorter-ters and, interest-wise, sore 
cugbersose loans--with anticipation. The specific cost of interest on 
Hungary's total indebtedness was lower last year than in (1955. Ghat 
contributed to this was not only a soderation in basic interest rates, dut 
also the fact that there was 4 gradual cdecrease in the interest surcharge 
payable on sedius and long-ters loans, which varied last year between 1/5 
percent and !/2 percent. 


In 1956 HNB devalued the forint vis-a-vis the convertible currenctes by «a 
total of 12 pe . st. For domestic enterprises, this elther sade igports sore 


costiy (for the sase agount of forints they received less foreign exchange 
from HNB), or rendered exports sore profitable in forints. 
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‘CONTRADICTIONS’ OF INCOME REGULATIONS VIEWED 


Budapest MAGYAR NEMZET in Hungarian 14 Apr 87 p 5 
[Article bv Dr Mihaly Kupa, « department head at the Finance Ministry] 


{Text} At present the processes of earning an income are governed by a 
multi-stege system of regulatory instruments. Essentially, we are trying to 
control the creation and outflow of income within enterprises through rules 
promulgated at the people's economy level, but with not wech success! The 
system of regulatory instruments is composed essentially of taxes that are 
levied according to the emount, size and increase in compensations for work, 
wages and earnings. These include the social security contributions, wage 
taxes, earnings taxes that depend on the form of applicable earnings regulat- 
ions, end the tax on entrepreneurial associations. Alec included are special 
taxes levied on the basis of production by enterprise business associations 
[VGMx) and by emall cooperatives. Outside of the enterprise sector, rules 
governing wages budgeted by the state perform « similar limiting function. 


This systee of withdrawals is based on «4 theory by which compensations 
received by the population for work performed can be regulated through 
indirect methods directly at the source where such earnings are incurred--ast 
various business organizations. Accordingly, the size of individual income 
““i.@. the disposable income, the “take-Pome pay,” and therefore not the 
earearked earnings--are at present subject to 4 tri-part system of regulat~- 
ions. For those living on salaries and wages the progressive nature of 
pension contributions stops at «a relatively high threshold, therefore this 
withdrawal becomes “friendly” to those earning an sbove average income. 
Proportionately, the burden is the same on sonthly earnings of 17,000 forints 
and 40,000. In cases of entrepreneurs, independent producers of intellectual 
property and VOM eenmbers, income earned in addition to salaries and wages is 
taxed in its aggregate, on an annual basis. In this group the general 
earnings tax has «4 very high rate of progression. At an annual earnings level 
of 500,000 forints the tax consumes 70 percent of the total earnings. 


Out aoded 
Two kinds of taxes regulate the agricultural production earnings of email 


agricultural producers. <A peculiar earnings tax applies up to an annual level 
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earnings regulations, as evidenced by the events of the past several years, 
and the present year. Thus we cre being continually force’ to apply after- 
the-fact regulatory measures. 


Such after-the-fact regulatory interventions include restrictions in permis- 
sible earnings outflow from organizations, general regulations independent 
from price and earnings conditions in the state budget sector, tax rate 
increases in areas affected by market conditions, and finally--if all the 
above proves to be insufficient--general price increases that affect every 
citizen, albeit to different degrees. Unfortunately, the process is very 
Simple. In the absence of other, functional regulatory instruments, the 
“regulatory corralling” of individual earnings that are excessively out-of- 
line with achievements, takes place through an increase in prices. 


For the Ministry of Finance this has become an almost unmanageable phenome- 
non. It is caused by the fact that the logical underpinnings of our scheme 
for earnings regulation is based on a perceived close link between profits and 
wages, and that earnings are being regulated at the organizational, rather 
than at the individual level. With all this, the real contradictions, the 
real negative aspects of the link between increases in profits and increases 
in wages supposedly should be resolved at the people's economy level, but 
Since these contradictions and negative effects take place within the 
enterprise sector, the system is unable to prevail. 


Quite naturally, the interests of increasing profits and of increasing wages 
are mutually contradictory. Profits can be increased to the detriment of 
wages and vica versa: increased wages can reduce profits: And this is a 
conflict that typically must be dealt with by enterprises; the issue of “what 
shall I increase for what purpose” cannot be resolved at the people's economy 
level. It makes sense that if an increase in wages depends on profits--and in 
the absence of strong price control measures--the rational conduct on part of 
enterprises would be to increase prices. This conduct then embodies itself in 
4 permanent inflationary pressure. The inflationary pressure is being 
strengthened by employee demands for increased wages, particularly in times of 
substantial price increases. 


The regulation of earnings at the source cannot prevail, perhaps also for 
these reasons. We could also say that the obligations characteristic of a 
System based on plan directives has not functioned for quite some time, and 
that market forces have not yet come into play: To top it off, as a result of 
the expanding number of income sources available to citizens, it is not only, 
and not primarily the earnings during primary work hours that determine an 
individual's or a family's financial situation. Instead it is the combined 
total sum earned at the enterprises, at business associations [GMK] and 
through land utilization. 


At this point, we are once again faced with a dual problem. On the one hand, 
there are great differences in earnings regulations applicable to the various 
sectors, areas and productive activities. For this reason the indirect 
burdens levied upon earnings derived from different kinds of work are 
extremely dissimilar. On the other hand, the withdrawal of earned individual 
income also takes place pursuant to a great variety of methods. These 
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variations, this variety of methods is irrational from an economic stand- 
point. Regulations distort the value of work, and from the standpoint of 
social policies, they result in a disproportionate and unfair distribution of 
income. 


We will demonstrate the injustices and complexity of today's earnings 
regulations through one example. Let's say, our sample citizen is employed at 
an enterprise, but in addition to his employment, he is also a member of a 
GM, rents his resort home and buys bonds. The income he derives from these 
various sources is burdened by the following taxes. After his earnings 
derived during primary work hours, the enterprise pays social security 
contributions, wage taxes and earnings taxes. The latter depend on the 
applicable form of earnings regulations. And our sample citizen contributes 
toward his pension also. In another vein, after the income earned as a GMK 
member he pays an association tax, a general income tax, and a special tax if 
he sells products to an enterprise, and his GMK earnings are burdened by 
social security contribution and sales taxes also. But this is not the end, 
The rental income earned from his summer home is subject to a generally more 
favorable special income tax, and also to other burdens, such as recreational 
fees and area development contributions [TEHO]. And finally, the interest 
income from bonds is tax exempt, and exempt from any dues and fees. 


Various Moneys 
This, not too unrealistically complex example proves that within a diverse, 
complex system of taxation our citizens’ earnings are subject to a highly 
fragmented tax treatment, and fragmentation is characteristic of the system, 
Within the example, however, two things are certain. Indeed we do not have 
the faintest idea of the actual earning situation of the sample citizen. We 
do not know how much his actual income is. And, stemming from this lack of 
knowledge, the sample citizen's share of contribution to the public burden is 
not in harmony with, and is disproportionate to his total income. 

‘ 
Accordingly, the earnings regulation described above has many weak points. 
First: economic management does not have the means by which it could plan, 
manage and uniformly regulate the purchasing power derived from the total, 
multi-source income of the population as a whole. Second, in areas “within 
reach” of the fragmented regulatory system, the system endeavours to level 
earnings derived during primary work hours. This in itself has a tendency to 
retard achievements. To top it off, the system “drives” those willing to work 
into the less regulated areas--areas that from the system's viewpoint are out 
of reach. Third, the segregated treatment of earnings, in the context of the 
total population earnings, results in differentiations that cannot be 
justified from the viewpoint of social policy. Accordingly, the actual 
financial situation of individuals, of families, and of social strata cannot 
be known, which then distorts the fairness and the functioning of social 
service and other delivery systems. Fourth, significant and unjust differen- 
ces evolve among citizens regading possible income sources and the respective 
contributions to the public burden, 
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All this justifies substantial changes in the implementation of individual 
earnings regulations. Modifications are needed in the earnings regulations 
applicable to business organizations. After-the-fact individua! 


earnings 
regulations must be replaced by a system of individual income taxation. 


12995 
CSO: 2500/326 
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ECONOMIC HUNGARY 


NEW INCOME TAX LAWS FOR SMALL FARM PRODUCERS 
Budapest MAGYAR MEZOGAZDASAG in Hungarian 11 Feb 87 p 21 


[Article by Csaba Gati: "New Rules for Small Agricultural Producers’ Income 
Tax") 


[Text] On their income from agricultural production, small agricultural 
producers must pay the taxes of homesteads and auxiliary farms. These taxes 
are detailed in regulations #36/1986 (Oct. 17) MT, #38/1976 (Oct. 31) PM, and 


their amendments. 


The tax system, which has been in effect these past 11 years, is designed to 
be simple and easily understood by everybody. Beside limiting excessively 
large incomes, the taxes are structured to offer stimulating advantages, 
serving our production interests. Recently promulgated regulations #61/1986 
(Dec. 17) MT, and #59/1986 (Dec. 17) PM, significantly augment prevailing 
advantages. And all of this in such a way that the new regulations are 
applicable already to incomes earned in 1986, i.e., in the course of the year 
for which the return is due in 1987. 


About the Special Income Tax 


Under the terms of the new regulations and their amendments, governing the 
special income tax on greater than average incomes, the same are to be 
interpreted and applied as follows. 


Under the regulations, the special income tax is payable by any small 
producer, whose total income from agricultural activity, within the boundaries 
of this country, exceeds 300,000 forints. Therefore, if his income for the 
year does not exceed the said amount, he is not liable for any tax on his 
small-producer income. 


But the obligation of having to pay special income tax on earnings in excess 
of 300,000 forints, at the same time, means that the small producer--if his 
income exceeded the tax-free limit--must voluntarily file an income tax return 
by March 1 with the tax authority of the district where he was producing. 
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In the event that the small producer, within the year, engaged in taxable 
agricultural production activity in several locations, he must file his return 
with the tax authority of his permanent residence, in which case it is there 
that the total special income tax is determined. 


In accordance with the general rules for tax filing, if the tax payer is late 
in filing, his taxes may be raised 50 percent, and if he fails to file, his 
taxes may be raised 100 percent. 


Determining Yearly Income 


In determining yearly total income, one must consider any and all income 
originating from agricultural activity, and exclusively in the income tax 
category of this regulation. Considered subject to this “come tax, therefore, 
is any agricultural activity consisting in plant growing and horticulture on 
arable land, but not flower gardening or the growing of decorative plants and 
their propagators. Also subject to the same tax are first-fruit farming and 
arable land vegetable growing, mushroom farming, grape and fruit production 
and wine making. In the same category are the production of non-decorative- 
tree seedlings and nursery-gardening plants. 


Furthermore, subject exclusively to the same tax are animal husbandry, animal 
fattening, and animal incubation, as well as bee keeping and commercial 
fishing. In the area of animal husbandry, exceptions are the keeping of 
experimental or ornamental animals; just exactly what falls under the category 
of experimental animals, is separately outlined in the regulation amendment. 


Also to be considered income, i.e., also subject to income tax, are monies 
received for the processing of personally produced and ratised--that is 
personally owned--animals, if the processing and marketing of the products was 
not done on the basis of a trade license. These are subject to income tax even 
if the result of processing was an industrial product. Such are, e.g., butter, 
sheep's-milk cheese, smoked meat, sausages, pickles, pastas, etc. 


The main and unalterable rule is that in computing his income for the year, 
the taxpayer may disregard monies received for cattle raising--i.e., beef 
cattle, etc.--and for milk-products. Income from the sale of milk products 
includes--beside cow's milk--monies received for sheep's and goat's milk. For 
producing the above, the small producer enjoys full tax exemption! 


Along with raising the tax-free income limit to 300,000 forints, there is an 
amended tax rate scale governing tax payable on incomes exceeding the said 
limit. According to the new regulation, the tax payable as of 1987 is 6 
percent of incoie up to 350,000 forints, and it is only the portion in excess 
of 350,000 forints which is taxed at 10 percent. 


Tax Breaks 


In the period since the introduction of the income tax on small agricultural 
production, there has been a continuous, and--especially in animal raising-- 
widespread trend toward specialization by product categry. This, of course, 
went hand in hand with changes in production technology and--espectally as a 
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result of the proportionately greater use of sore and sore expensive 
industrial gachinery--with changes in the cost of goods. Therefore, the 
changes in some categories thoroughly rearranged the relationship between cost 
and potential income. In the interest of fomenting uninterrupted willingness 
to produce, gany tax breaks have been introduced--especially for the 
categories most affected. 


This advantaged group, as of 1987, is being widened to include income derived 
from sheep and rabbit raising and bee keeping. Thus, in computing the special 
income tax base, only the followins percentages of incomes are to be 
considered: - 10 percent of income from seat chicken, hens and eggs, as well 
as baby turkeys; - 15 percent of income from baby chicks and giant turkeys; - 
20 percent of income from geese, ducks, pigs, sheep, rabbits, and honey. 


Beside the above tax breaks, there is no change in the tax advantage granted 
by a regulation of 1981, according to which, if a pig is sold to a socialist 
agricultural organization, the base of the special income tax is to be reduced 
by 1,500 forints. What increases the iagportance of this advantage is that if 
the total income for the year, reduced by so-and-so-mgany times 1,500 forints, 
drops below the 300,000-forint limit, there is no tax at all to pay. 


Another old regulation--contained in the 1981 amendment--and to this day an 
often misinterpreted one, is the method of figuring out the advantaged tax. 
The tax must always be computed by the use of the tax table applicable to the 
total income, but on the basis of the income reduced by the tax breaks. 


A tax-base-reducing break, regardless of product produced, is that the amount 
of income is also reducibie per participating family member. Thus the gross 
income for the year is to be reduced per family member: - if he or she is not 
engo?’d in any other income producing occupation, by 30,000 forints; - if he 
or she is engaged in other income producing occupation or is a student of at 
least 16 years of age, by 15,000 forints. 


Family-member advantages are applicable even if extraneous help is engaged. 


Income can also be reduced--up to a maximum of 100,000 forints per year--by 
the amounts of money spent by the small producer on gachinery and appliances 
acquired to further his production, provided that the acquisition was made at 
a state-run or cooperative organization and the unit price of the gachines 
acquired exceeded 20,000 forints. 


A new regulation states that in case of remuneration for share-cultivation, 
and not subject to pension contribution, the tax base is the amount of 
remuneration received. Since, however, in the case of the small producer, this 
does not represent total income, the amount of income is to be determined by 
the contracting large-scale farm, and must be brought to the attention of the 
competent tax authorities within 15 days following payment of such 
remuneration. 


The income tax regulation, in accordance with other considerations regarding 


income tax policy, differentiates between family labor, small producer 
production based on help by contributing family members, and production of 
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goods by the use of extraneous labor. If the sgall producer has steady 
extraneous labor in his employ, the tax is to be determined per employee at «a 
rate increased by 30 percent. 


The criterion for keeping steady help is: if the employee, within a given 
year, works a total of at least 90 days, or if the value of the wages, in 
goney or goods, reaches 20,000. forints. 


Taxes on Power Machines 


In connection with tax rates on power sgachines, the surtax payable in case of 
hired labor has been dropped. Thus, in small agricultural production, in case 
of self-help labor, the tax is payable at the rate specified in the 
regulation. And in case of hired labor, the tax is payable on income derivied 
therefrom on the basis of the rates for general income taxes. 


The taxation systems for small-producer income, therefore, has not undergone 
any dasic changes, but continued checking of the tax system's individual 
elements gakes it necessary, and will make it necessary in the future, too, 
that income taxation adapt to changing conditions. 


I believe it is in the best interest of large-scale farm enterprises and 
integrators, who organize production, to be cognizant of the income tax 
regulations applicable to small production integrated by them, so that they be 
in a position to disseminate such information among the small producers they 
are dealing with. 
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ECONOMIC POLAND 


COST OF FOOD FOR CONSUMERS ASSESSED, COMPARED TO WEST 
Warsaw TRYSUNA LUDU in Polish 26 Mar 8/ p 5 


[interview with Professor Zdzisiaw Grochowski, deputy director of the 
Institute for Agriculture and Food Industry by Ewa Fiala: “Complicated 
Question -- Expensive Food or Cheap! -~- TRYSUNA LUDU Talks With Professor 
Zdzislaw Grochowski”| 


| Text] If we take a look at the figures, we can without any undue 
exaggeration say that the Poles of 1986-87 are living in Saxonic times of 
eating, drinking and letting their belts owt a notch. Indeed, we spend 44 
percent of our money on foad. That is still an average statistic which, as we 
know, varies trom home to home and person to person, however one can ask 
whether our food is expensive or, as many say, cheap. We turned to Professor 
Zdzislaw Grochowski, deputy director of the [nstitute for Agriculture and Food 
Industry for an answer to this question. 


|Anewer|] That all depends on how you weasure prices. It is a fact that in 
developed countries, food expenses are not ouch higher and are sowetiaes even 
less than 20 percent of the total expenses of the statistical citizen. With 
such a comparison, one could say that our food is expensive. 


Littie For Each Hour and Day 
[Question] Sut isn’t that only half of the truth? 


l|Ansewer!| in Poland, one produces considerably fewer goods per hour of work 
regardiess of whether one works in agriculture or industry and that consider 
both monetary income and goods One can say that the per-capita income is 6 
times lower than in the developed countries. Therefore, there is little we 
can buy for an hour or a day of work. And one has to spend a lot of money for 
his or her primary need which is foal. 


[Question] And that need is also subsidized by the state budget because if it 
were not, things would be auch worse tor us. 
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[Answer) Last year, sore than 400 billion zlotys were spent to subsidize food 
prices. And that is still not the full picture because we sust remember that 
there are still indirect subsidies for food. This year, another 170 billion 
ziotys were spent from the state budget to subsidize agricultural pr: 4uction. 


[Question] It is frightful to consider but if we ourselves were to bear the 
costs of all the different subsidies, food prices would go up 570 billion 
zliotys or 25 percent. 


[Answer] Exactly. And it is worth knowing that these subsidies are only a 
smeail part of the total budget subsidies that have now reached a level of 1400 
billion zlotys. 


Everyone «es Agriculture As it Is 
[Question Let us iook at food a iittie cioser. 


[Answer] Then let us say a little sore about the relationships between prices 
paid for purchases. If we compare prices for food and industrial goods or at 
least for those used in the home, food already looks much cheaper while a 
refrigerator, gas stove and even dishes sees more expessive. in developed 
countries, food is not only the counterpart but also the rival of industrial 
goods. For god meat, one pays as auch as i2 dollars per kilo. 


[Question| However, people feel that their food expenses are high. Many feel 
that agricultural production costs and the high prices paid to farmers are to 


blame. 


[Answer|) Il agree. Agricuitural production costs and purchase prices are high 
but... 


[Question] Everyone knows what kind of agricuiture we have. 


[Answer] And we are paying the price for that. Purchase prices are set on 
the basis of the average yield of a O-hectare farm which cannot be very 
productive. After all, we are obligated to maintain parity in farmer incomes. 
Our farmers’ hard work does nothing to change the fact that the per-hectare 
level of production is barely 60 percent that of the western countries or of 


our neighbors. 


A classic example of this is the production of grain. In Poland, three tons 
per hectare is something we are glad to achieve whereas 4.5 tons in the norm 
in Czechoslovakia or the GDR and 5 tons is the average yield in the European 
Common Market countries. In spite of our harsh climatic and soil conditions, 
we still have the potential to increase production and lower costs. At the 
institute, we have the proof of that. Since the middle of the 19/0's, we have 
conducted research at more than a thousand farms specializing in livestock 


production. And what did we find? 
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ECONOMIC POLAND 


DECREASED EFFICIENCY OF @oSKER PARTNERSHIPS NOTED 


Warsaw RZECZPOSPOLITA in Polish 1/ Mar 8/7 p 4 


iArticile by Bozena Papiernik: Factory Worker Partnerships -- Accounting 
Protits | 
i[Text|) Worker partnerships can function in every field of endeavor froe 


industry to eclentific-research inetitutes and budget offices. They can ais0 
not only work in weiil-knit divisions during the sormgai course of production 
but can aleo do repair work, perform the sost diverse services and handie 
emergencies and equipwent failures. it is true that these partnerships have 
etill net sade their way tnto ali sorte of work establishments and it is a 


shame. 


The liberalization of regulations on worker partnerships at the end of 1985, 
ust one year after they were enacted, caused «a dramatic growth in the nuaber 
f these groups last year. According to data from the ird quarter of last 
year, worker partnerships exirted in nearly 4500 estabilehments and included 
00,000 workers. Aithough not aii of the data is in yet, one can aseume that 
in the 4th quarter of this year, such partnerships will still be coming into 


being. 


It te worth edding that industry and construction have taken the lead. it is 
in todwetry that worker partnerships are most often formed in the branches of 
the food industry, electrical sachinery, furniture, iight indwetry and 
chemietry. Last year, worker partnerships also sade themselves felt, aithough 
to a lesser degree, in urban sanagement, transport and services. 


Therefore, worker partnerships gained their citizenship in Poland last year. 
However, the hitch is that the sore of them that have formed, the more tleir 
reputation has worsened. In some cases, there does not even seem to be any 
senee in forming them at ail. It ie therefore worth trying to determine the 


benefite associated with these partnerships without ignoring their 
imperfections and distortions. 
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How vfficiteut is work within the worker partnerships’? The figures tell us 
that they are no ionper as efficient as when they first operated. in 1964-65, 
they produced 4) and 44 zlotys (respectively) tor every zioty paid in wages. 
im the jird@ quarter ft last year, for exagpie, they produced just 9 zictys 
wort? f production for every zioty paid in wages. 
This drop in efficiency is partially the result of the greater tield of action 
take by these partnerships but does that explain everything? Quite 
aturally, in sectore of the economy such a6 traneport, cosagunications and 
irt management. the efficiency ft worker pertnerships cannot be compared 
with their eftiiciency i inguetr 
Ti sccounting methods weed tor worker partnerships may also sive rise to sone 
loubts The Finance Ministry's tnetructions on the principles of book-keepir 
[Or worker partnerships are not concise enough t exciude irreguiarities that 
na r whenever a partnership perfores only part of ite work. However, 
that dors stiect tte aT f wages received DY tthe partnerships and too 
c h empphasia isa piaced ® giving them the same or sigiiar wages to those 
received during of s) wore) : r 

Spite : sll these ‘but , the wore Gorm in partnerships is peneraliliy more 
etticient ft : that pertorme eT ’ ii ma itionse 

iJ ings repair work, machine rebuliding, parte remanufacturing, ewerpgency 
work and seas :i agri itural work are the types of activities in which 
worker part ‘pe are NHquestionaphiy setui. To put it si@piy, partnerships 
; be intr ec where r there re iovestment, cooperative and empioynent 
bot tienecs Tt ire ai : | wherever there are temporary accumulations 
f work nected with pro-export rder ' easonal production. 
stil : ther beervat | * that the partnerships are 4 way ot bdDreakit put 
, 4 si iy Healritny Ff , 4 ‘rs hed practices such ae those found ¢. 
repair wor ror year m4 , a ‘ war pent on repair work by toreipn 

tf tore : rder t . : reaeiny ne’s wn enploynent ang war 
K pene rovever, there bt that worker partnerships pertorm repait 
work re wickiy a‘ oxy ively Purtherpore, they have aiso been 
ré : seivie tor re ing eTrtine work De juee they do not figure overtime 
' their «a wa 

‘ ais have thetr mperfect! ‘ rding to what the partnership: 
thy elwea 7 ,id ind rs ni ' tudies naucted if (zveat howa 
Prev ce iaet year, tor exampie, it ha be found that the partnerships’ reat 
fer work T ft. he « ; mi t reie performance of their lutios 
' ° rma work) : : ; t te mee in industry when the same frou; 
i pers work luring t the ’ ' : :' | ther worke apain a8 a& partnereni 
hut y tte ‘ na i' reer 1 rt : ia y improve the efficiency of the 
iftnerehip, they to . rr iway t the strenett ind material cur it 
‘ five ' ‘* 
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The lack of supervision which in such forms of partnership organization is 
especially strict, weaker work discipline and bad organization all distort the 
functioning of these partnerships. The same causes of irregularities have 
also been detected by financial audits. It has turned out that some 
partnerships are paid too much for work which has been lone carelessly. 


The regulations on factory worker partnerships clearly obligate the plant 
directors to monitor and properly account for their activities and this would 
do much to eliminate many of their irregularities. 


Up to now, wages earned within partnerships have been exempt from Vocational 
Activation Fund charges and from taxes on extra income. However, after this 
year, the tax principles will be changed. These changes concern an anti- 
inflationary valve in the form of a 12-percent threshold on wage increases. 
Any wage increase over that figure would cause a tax increase. In addition, 
taxes will be set on the basis of the wages earned by partnerships last year. 


The tax threshold will therefore be easier to maintain within the set limits. 
This should encourage more efficient work by the partnerships. However, it 
would be bad for this form of extra production to be restricted because this 
could, in many cases, have a detrimental effect on the work results. 
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ECONOMIC POLAND 


NEW PZPR CC ECONOMIC COMMISSION HOLDS INAUGURAL MEETING 


Warsaw RZECZPOSPOLITA in Polish 20 Mar 87 ppl, 2 


[Article by T.F.: “The Nation's Social and Economic Development -- What Helps 
and What Hinders -- Inaugural Meeting of the PZPR Central Committec 


Commission” ] 


[Text] (Own information) On 19 March, the Central Committee's Commission on 
Economic Policy, Economic Reform and Worker Self-Management held an inaugural 
meeting chaired by Politburo Member and Central Committee Secretary Marian 


Wozniak. 


The commission will coucentrate its attention on the prognosis and realization 
of the party's economic policy and assessment of the implementation of yearly 
and long-term plans for social and economic development. it will also provide 
political supervision over the implementation of the second stage of reform, 
act to harmonize public needs and expectations with economic requirements and 
analyze changes for intensifying the rigors of efficiency, etc. 


The first deputy chairman of the Council of Ministers Planning Commission, 
Franciszek Kubiczek, presented an extensive commentary on a preliminary 
evaluation of economic results and the realization of the 1986 central annual 
plan which was had been provided to the members. Generally speaking, last 
year was a good one for the economy. The dominant trends were positive ones 
and this has contributed to further economic growth. 


There was a rise in production in all areas of industry and this contributed 
to a higher increase in the national product and therefore a quicker rise in 
consumption and an improvement in the public's standard of living, especially 
its nutritional standards. Industrial energy consumption was lowered while 
labor productivity and the productivity of fixed assets increased. There was 
an improvement in the structure of realized investments, work time was better 
used and good results were also noticed in foreign trade. The agricultural 
situation in both crop and livestock production also improved. 
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However, there were also some negative sides of last year's economic 
achievements. We again failed to achieve the planned improvement of economic 
equilibrium. Inflation was not overcome and to a large extent, this was 
because of the excessive growth in the monetary income of the public. Supply 
problems caused a drop in the production of many industrial consumer goods. 
There was a higher than planned rise in foreign currency debt. Economic 
incentives did not work as well as hoped in enterprises. Livestock herds were 
smaller and milk purchasing dropped (in the first two months of this vear, the 
situation improved somewhat). Housing construction also fell shert of its 
plan. 


It is still too early to make any prognosis for the present year although 
unusually bad atmospheric conditions in the first two months (and in the first 
10 days of March) have forced enterprises to work harder tu recover losses. 
Actions aimed overcoming the bad effects of winter should involve an 
acceleration of qualitative changes. 


A discussion between 13 members of the commission covered many economic 
problems mentioned in statements by M. Wozniak and F. Kubiczek as well as the 
key economic issues of our country. The topics discussed were: the effects 
of decapitalization of fixed assets (Stanislaw Kubica); the problems posed by 
inflation and its close connection with the differences between wage hikes of 
18 percent in the first two months of this year and the three-percent increase 
in work productivity (J. Soldaczuk); the connections between a drop in 
material supplies and downtime in industrial plants (Minister Grzywa); 
nonmaterial incentives (A. Sajkiewicz); the totally incomprehensible situation 
in which material shortages go hand-in-hand with manpower shortages (Stanislaw 
Knap); pricing policy (K. Ryc); coal export and international buying cycles 
(Minister Szlachta); foreign-currency accounts (E. Pustowska); and the fact 
that good firms must work to support weak and poorly~-managed ones (S. 


Marczuk). 


Marian Wozniak spoke at the conclusion of the meeting. He praised the course 
of discussions and replicd to certain statements. He pointed out that the 
activities of some enterprises concerned only with their own problems can work 
against the public interest. A great and lasting dan -r is posed by the 
continued overgrown bureaucracy, the proof of which is the fact that Poland 
has an army of 420,000 book-keepers which seems to be much too large. 
Meanwhile, there is a shortage of personnel for important services such as 
health care, business and education. Marian Wozniak also pointed out the need 
to lower production costs and introduce more advanced technology. For such 
measures to be effective, they must be supported by worker self-management and 
the party and union organizations. 


Marian Wozniak also pointed out a problem of enormous economic significance: 
all of the highly-industrialized countries of the world have an iron rule of 
investing more in materials conservation than in consumption. In Poland, 
however, our efforts to conserve coal are still in their infancy. 
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M. Wozniak also spoke about the threat posed by wage hikes that exceed plans. 
If, in comparison to the same period of last year, wages rose by 18.7 percent 
in the first two months of this year and production fell by 0.4 percent, it 
does not require a profound knowledge of economics to see what the effects 
will be. The imperative téesk of our economy is to achieve effective growth 
and in that regard, we must admit that last year was not a satisfying one 
despite the good production results. 
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MARITIME ECONOMY PERFORMANCE IN 1986 SUMMARIZED 


Warsaw RZECZPOSPOLITA in Polish 18 Mar 87 p 4 


{Article by [p-k]: “Marine Management This Year -~- A Rise In Transits In Our 
Ports -- 400 Million Dollars For the Transport of Foreign Loads -- 
Modernization of Repair Yards”] 


[Text] (Own information) The last year in marine industries ended with good 
results in many areas. These results were described at a press conference by 
Minister Adam Nowotnik, director of the Marine Management Bureau. Despite the 
crisis in world shipping, this year has not been the worse for our marine 


industries. 


Last year, Polish shipowners noticed the best financial conditions in two 
years. A drop in the supply of freight from Polish foreign trade was 
accompanied by an increase in runs between foreign ports. They reached a 
figure of 5 million tons which produced around 400 million dollars worth of 
income. The quality of services offered by the Polish shipping fleet improved 
and its technical readiness also grew. The amount of time that ships spent 
standing idle in ports was considerably reduced. Polish marine shipping also 
made further progress in modernizing its fleet while the Polish Ocean Lines 
started a process of thorough reorganization to strengthen this firm and 
reduce its level of subsidies. 


Despite a drop in the handling of certain products and especially coal, Polish 
ports earned about 13 percent more money last year. At the same time, the 
wharves are receiving much more profitable parcels and transit turnover has 
gone up a third which has to a great extent improved the finances of our 
ports. In Swinoujscie, work has begun to build a modern base for ore 


shipment. 


There has been good progress in ship repair both for export and for the Polish 
commercial and fishing fleets. Shipyard profits have risen 15 percent. A 
process of fairly intensive modernization has been started with the help of 
180 million rubles and 20 million dollars worth of Soviet credit which will be 
paid back in services to the fleet of our eastern neighbor. The Gdansk Ship 
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Repair Yards have begun to build a drydock that can handle the larges: Polish 
ships. The Szczecin Ship Repair Yards are also building a new facility with a 
large dry dock. 


Meanwhile, our fishing fleet has had its worst results in two years both in 
the Baltic and in distant oceans. Their total catch has been 610,000 tons 


which is about 40,000 tons less than two years ago. 


The present year should bring some improvement in management efficiency. It 
is said that there will be a drop in subsidies still received by 6 
enterprises. Positive results are also expected from a review of structures 
and job certifications. Most certainly, we will be seeing effects from this 
year's systems changes such as the introduction of transaction prices (in 
place of wholesale prices) for ships bought in Pulish shipyards by domestic 
shipping lines, a larger than ever before portion of amortization remaining in 
the hands of enterprises and equalization of the principles of services export 
(which is the domain of marine firms) with the export of goods. 
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ECONOMIC POLAND 


PRODUCTION, SALES PLANS FOR “MAZOVIA" COMPUTER 
Warsaw ZYCIE WARSZAWY in Polish 26 Mar 87 pp 1, 6 


[Article by [zaw]: “2000 Computers This Year -- A Backbreaking Path of 
Foreign-Currency Purchases -- Hopes For Export -- 'Mazovia' Already In Series 
Production”] 


[Text] (Own information) Maay firms have waited a long time for this news: 
Poland has finally begun the series production of a professional 16-bit 


microcomputer. 


The product is called the “Mazovia 1016" and is part of a system that includes 
a Polkolor monitor, Mera printer and keyboard made by Refa in Swiebodzin. 


The Mazovia is the child of the Microcomputer Sales and Production Enterprise. 
This firm is a limited company consisting of 15 firms, mostly from the Warsaw 
region. The deputy technical director of the company, Andrzej Bibinski, spoke 
about the production of the Mazovia and its peripheral equipment and about the 
future of this computer at a plenum session of the Design and Research 
Computer Users Club. The meeting was held at the Warsaw headquarter of the 
Chief Technical Organization and many of the firms that are members of this 
club showed great interest in the product. 


The most impressive question was that of when the company would begin filling 
orders for the new computer. This year, the enterprise will turn out about 
2000 of these systems and next year, that figure is expected to reach 5000. 
In two years time, the production will reach 10,000 and the final production 
level is expected to reach an annual level of 30,000 systems. However, can 
these plans be fulfilled? That depends on whether a high-level decision is 
made for a government order. The company's recommendation is already in its 
5th version and is waiting for an answer from the Technical Progress and 
Innovation Bureau. The government orders would cover specific assemblies such 


as disk memories. 


There is already a full portfolio of orders for the Mazovia this year. At the 
present time, the company possesses enough subassemblies and materials to put 
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together 600 systems. The purchases needed to wake the planned 2000 systems 
are presently being arranged by Metronex. 


It is fairly backbreaking work to obtain the necesscry parts and assemblies on 
the foreign-currency market. Since foreign-currency deductions have been 
blocked, purchases are made by exchange. Modern electronics are reaching 
Poland thanks to the sale of surplus apple pulp, chickens and silver, etc. 
The Microcomputer company must sometimes make purchases from private 
individuals. Since the goal justifies the means and there are fortunately no 
regulations preventing a state enterprise from making purchases from private 
individuals or firms, Mazovia is being produced even if they are some 
difficulties involved. 


The computer's design is a Polish one. What is most important of ali is that 
the Mazovia is a device that meets world standards and is compatible with IBM 
standards. It also has a CEMA number which means that it can be exported to 
all of the socialist counties in accordance with the accepted CEMA pattern. 
As Director Bibinski said, the Microcomputer company is trying to keep up 
with world standards. That is why the Mazovia was so designed as to be able 
at some time in the future to replace western subassemblies with those 
manufactured in the CEMA countries and to use programs developed throughout 
the world. And it must not be forgotten that the Mazovia's IBM standard and 
goods quality means that it can be sold abroad. 


Export is also one of the business interests of the company. Obviously, it is 
hard to say anything about sales to the West but our chief buyers should be 
our partners among the socialist states and especially the USSR where there is 
an enormous demand for modern equipment of world standards. The company also 
intends to promote its product among the third-world countries where the 
competition is really great. However, not all of these countries have the 
dollars to buy our computers. The only problem in the export of Mazovia 
computers is service because it is very expensive to maintain specialists in 
nonsocialist countries. 


There will certainly be many eager buyers in Poland and this is demonstrated 
by the constant influx of orders. If the company reaches its expected 
production level of 30,000 systems per year, that will still be too low to 
computerize our economy and export while also exporting the product. 
Furthermore, depending on its accessories and design, one system may costs 
anywhere between 2.3 and 5 million zlotys. If a large number of firms wanted 
to buy these computers, this would involve a considerable effort at 
investment that not every branch of the economy can afford. For that reason, 
the Mazovia will not pose any great threat to private, cooperative, Polonia 
and Polish-foreign competitors. For them, the field of action will still 
remain the firms that do not need equipment of this class. 


Since a professional 16-bit domestically~produced microcomputer has now become 


an accomplished fact, one might wonder whether it will be possible to find the 
programming necessary to put it to its proper use. Microcomputer offers 
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programs but they are still too few. For that reason, the company is seeking 
partners who can heip develop software. At the meeting, many of the club 
members who are good programmers immediately expressed in joining the company 
and they will most certainly all be very eagerly accepted. 


12261 
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MOROCCAN TRADE PROTOCOL--Rabat, 30 April-—-Poland's Minister of Foreign Trade 
Andrezej Wojcik paid a visit to Morocco between 28-29 April at the invitation 
from Minister of Trade and Industry Abdallah Azmani. The two sides assessed 
the whole of bilateral economic relations and defined directions of develop- 
ing cooperation between Poland and Morocco. The two ministers signed a tradc 
protocol for the years 1988-1992 providing for imports of phosphorites, cotton 
goods, cork and some metals from Morocco to Poland. Poland's exports to Morocco 
are to include sulphur, machine tools, internal combustion engines, tools, 
glass and chemicals. Minister Wojcik also held talks with the minister of 
energy and mines and acting ministers of foreign affairs and finances. [Text] 
(Warsaw PAP in English 1828 GMT 30 Apr 87 LD) /12232 


PRICE INCREASES—-Warsaw, 13 May--The retail price of coffee will go up by about 
20 percent as of next Monday, while lemons go up in price by some [figure in- 
distinct] percent starting today, the [word indistinct] wholesalers said today. 
Instead of 450 zlotys a kilo, lemons will now cost 500 or 600 zlotys a kilo 
depending on their origin. A 10-dag packet of coffee will cost 460 zlotys, 

80 zlotys more than so far. [Text] [Warsaw PAP in English 1751 GMT 13 May 87 


LD} /12232 


OPZZ ECONOMIC PROPOSALS-~The OPZZ he)d a meeting on 15 April, chaired by PZPR 
Politburo member Alfred Miodowicz. The trade unionists presented an alterna- 
tive economic concept that has been preapred by a team of OPZZ experts. In it, 
they present their own stance vis-a-vis prices and incomes policy, ways of 
reducing inflation and restoring financial-market equilibrium, and trade union 
methods of rebuilding an efficient economic management system. [Liliana 
ial’ fais report] [Excerpts] [Warsaw TRYBUNA LUDU in Polish 16 Apr 87 p 7 

2 


NEW PLANNING OFFICIAL--On the recommendation of the chairman of the Government 
Planning Commission, the chairman of the Council of Ministers has appointed 
Stanislaw Gebala deputy chairman of this commission, thus filling a vacant 
position. [Excerpt] [Warsaw TRYBUNA LULU in Polish 21 Apr 87 p 6 AU] /12232 


CSO: 2600/582 


100 

















RESEARCH PROGRAM OF ACADEMY INSTITUTES REVIEWED 
Ostrava NOVA SVOBODA in Czech 18 Feb 87 p 4 


[Article by Academician Oldrich Hajkr, chief of North Moravia Scientific 
Center of the Czechoslovak Academy of Sciences: “Science and Research for 
the Benefit of Socialist Society"] 


[Text] Four institutes associated in the North Moravia Scientific Center 
of the CSAV [Czechoslovak Academy of Sciences] are in charge of basic 
scientific research in our kraj--namely, the Institute for the Theory of 
Metallurgical Processes of the CSAV, the Mining Institute of the CSAV, 
the Institute for the Ecology of Industrial Environment of the CSAV (all 
of them in Ostrava), and the Silesian Institute ofthe CSAV in Opava. 
Another part of the center is the Developmental Production Laboratory of 
the CSAV in Ostrava. The entry of the North Moravia Scientific Center of 
the CSAV into the Eighth 5-Year Plan followed basically the decisions of 
the kraj party conference and of the 17th CPCZ Congress. 


The Mining Institute of the CSAV in Ostrava 


The first year of the Eighth 5-Year Plan was significant for the Mining 
Institute of the CSAV in Ostrava because this institution became the 
coordinating and problem-solving center for two main projects of the State 
Plan for Basic Research, one entitled “Physical, Problems of Extractions of 
Underground Deposits Under Hazardous Conditions" and the other “The 
Diagnostics of Natural and Induced Seismic Activity." The former involves 
research of problems related to the characteristics and behavior of the 
massif during mining operations in great depths and dealswith thermal 

fields and their effect on the microclimate in underground workplaces. 

The latter project was included in the plan for basic research in accordance 
with the decision of the CSSR government which ordered, among other things, 
that the problems of rock bumps in the Ostrava-Karvina Basin [OKB] be 
studied in greater detail in order to counteract them in a more effective way. 


The institute is collaborating in the fulfillment of both tasks with several 
institutes within the CSAV and with universities, The program is coordinated 
according to the needs of organizations which may utilize ite findings, 

as for example the Institute for Scientific Coal Research in Ostrava- 
Radvanice, The Mining Survey and Safety Company in Paskov, or the Development 
and Planning Company in Ostrava. 
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The principles of a new methodology for the gauging of the process of 
distortion in rock formations make possible more accurate, comprehensive 
surveys of the structure of the rock massif in rugged and hazerdous areas. 
Mathematical models offer easily understandable methods for the solution of 
the system of variable geomechanical problems; in terms of fields of strain 
and deformations in the massif, for example, theoptimum conditions for the 
chronology and the spatial process of mining operations were determined 

on the basis cf the mathematical models. 


In cooperation with the chair of mining machinery and mechanization at the 
Mining College in Ostrava unique experimental research put in operation in 
the CSSR equipment which shatters solid rocks by means of water jet under 
high pressure (up to 400 megapascals); this confirms that such a jet may 
break down even the hardest carbon rocks in the OKB. 


Additional data about the distribution of thermal fields in the OKB and 
about the parameters which affect the transfer of heat into mine air, and 
an improved method of calculation of the heating of mine air, and the 
determination of basic laws in the process of self-oxidation of the coal 
mass are of great importance for precise determination and control of the 
conditions ‘n the mine's microclimate. 


Manufacturer's certificate was issued for the POM converter which connects 
the seismometer with spark-proof circuits of the SSAP 85 seismic apparatus; 
thus, seismic stations may be set up in areas threatened by explosion. 


In cooperation with the Geophysical Institute of the CSAV a study was prepared 
for a regional diagnostic polygon of the OKB which will make it possible to 
monitor a troad dynamic range of seismic phenomena in the OKB. 


The institute applied directly in actual mining operations data obtained in 
1986 by basic scientific research. The determination of laws of disinte- 
gration of solid abrasive rocks were effective in helping to influence the 
decision on the tunneling process. The Ninth of May Mine and the President 
Gottwald Mine scored record achievements in the tunneling and sorting of 
solid rock by combines. 


Calculations of thermal changes in mine air found application in the deter- 
mination of the descending flow of mine air in the Jan Sverma Mine and 
served there as a basis for a technological-economic efficiency analysis 
of this heretofore uncommon method of ventilation. 


The experimental seismic network in the Antonin Zapotocky Mine has been 
improved. The celemetric transfer of the signal from the surface station 
to the geophysical workplace in the mine makes it possible to apply seismic 
data directly in mining operations. 


Within the framework of the CEMA program the Mining Institute of the CSAV 

in Ostrava is cooperating with the institutes of the USSR Academy of Sciences, 
with the Academy of Sciences of the Polish People's Republic, and with the 
GDR Academy of Sciences, 
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Institute for the Theory of Metallurgical Processes of the CSAV in Ostrava 


The Institute for the Theory of Metallurgical Processes of the CSAV in 
Ostrava is a coordinating center for the main project “The Physical-Chenical 
Principles of Steelmaking Processes,” which is divided into seven partial 
assignments. Scientific research institutes nationwide participate in its 
solution. Furthermore, the institute acts as a prognostic center for the 
development and efficient utilization of the CSSR material base and for 


chemical and extractive metallurgy. 


The institute has successfully collaborated with metallurgical enterprises, 
especially with the communal enterprise in Vitkovice, the Skoda commrnal 
enterprise in Plzen, the New Metallurgical Works of Klement Gottwald in 
Ostrava, and the United Steel Works, national enterprise, in Kladno. The 
institute works with them on tasks that are directly related to applied 
research and focused on the solution of urgent problems of metallurgical 
industry, for instance, production of alloy-treated steel, non-furnace 
treatment and continuous casting of steel. 


Experts of the institute are cooperating on projects of several comprehensive 
rationalization teams; the most far-reaching of them is the comprehensive 
rationalization team dealing with the problem of carburization of steel. 

In addition, the institute collaborates in the fulfillment of the task of 

the comprehensive R&D program of the CEMA countries. In recognition of its 
achievements in scientific training, last year it was granted the status of 
a training center fc: metallurgy of metals and for chemical metallurgy. 


The Institute for the Theory of Metallurgical Processes of the CSAV in 
Ostrava scored new, original technological achievements which represent a 
significant contribution te the theory of metallurgical processes and which 
are applicable in actual operations. 


The Klement Gottwald Iron Works in Vitkovice applied the results of its 
research of oxidic concentration cells by measuring the activity of oxygen 
in steel in a vacuum elevator station, in electric arc furnaces and in 

the Vakuvit equipment for control of deoxidation and alloying and thus 

has saved alloy additives and improved the quality of steel. Measuring of 
the activity of oxygen in Oxyvit convertors made it possible to control the 
oxygen injection system according to a mathematical model and to improve 
the performance of the convertor. Research of models for oxygen blasting 
jets in tandem furnaces improved their construction and confirmed that 
production may be further intensified. 


The application of its findings on measuring of the viscosity of molten 

iron and selected steel for upgrading of the technology of chromium-nickel 
casting for nuclear power plant units and of manganese steel for the blading 
of turbine rotor bands helped reduce waste in production and improve the 
quality of steel in the Skoda communal enterprises in Plzen. 
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Research of steel deoxidation made it pessible to develop new processes 

mainly for secondary metallurgy, vhich vas reflected in higher utility 

values of steel. The Inst’tute for the Theory of Metallurgical Processes 

of thy; CSAV in Ostrava is adequately equipped for the fulfillment of the tasks 
of te Eighth 5-Year Plan with all necessary instruments primarily due to 

its efficient cooperation with the Klement Cottw-ld Iron Works in Vitkovice. 
At present comprehensive programs of the institute are stymied by the 

shortage of additional laboratory space; that situation will be remedied 

only by the construction of a new facility in Ostrava-Poruba which is schduled 
for completion in 1990. 


An important task in the cadre construction of laboratories for idnvidual 
institutes included in the North Moravia Scientific Center of the CSAY 

aims at further improvement of managing and decision-making processes and 

at a more consistent creation of optimum conditions for those workplaces 
that enforce better quality and modern methods of their operations, in 
accordsmce with the priority tasks of the State Plan for Basic Research. 

The development and application of sciences represent an important political 
task focused on th: needs of our socialist society. 


The Institute for the Ecology of Industrial Environment of the CSAV in Ostrava 


The institute is the latest organization included in the North Moravia 
Scientific Center of the CSAV. At the end of the Seventh 5-Year Plan its 
programs were focused on pressing ecological issues, particularly the 
Os*rava industrial conurbation. 


Last year the Institute for the Ecology of Industrial Environment of the CSAV 
in Ostrava became the problem-solving laboratory for three tasks of the 
State Plan for Basic Research. 


The task “A Study of the Ecotoxicological Aspects of the Effect of Emissions, 
Particularly of Toxic Elements and Compounds, on Certain Components of the 
Ecosystems in the Ostrava Industrial Conurbation™ included, among other 
things, an analysis of the concentration of heavy metals in animal hairs, 

and of the weight of animals in the Ostrava conurbation and in the Beskydy 
Mountains preserve. Furthermore, a study of the effect of pressures of 
civilization on certain parts of water ecosystems was launched mairly to 

test selected indicators o¢ the quality of water in the area of the Sance 
reservoir. 


Another task entitled “Ecologization of Selected Areas in the Ostrava 
Industrial Conurbation and in the Beskydy Mountains Preserve" is focused 
on the determination of a methodology for an experiment which will test the 
optimum thickness of insulation layers for flue ashes from power plants, 
and on the material and technological planning of an experimental area 

in the Ostrava conurbation. Calcareous barrents in the Beskydy Mountains 
were selected as experimental areas for the study of the dvrnamicenm of 
selected changes in the soil of forest systems, and a methodology for a 
laboratory analysis of pine needles for the diagnosis of the extent of 
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damages to evergreens was tested. Another stage of this task began with a 
study of the effect of mining waste on selected environmental factors in 
the Ostrava conurbation. A proposal based on economic characteristics of 
recultivation in the OKB identified locations which either make possible or 


demand ecological interventions. 


The task “The Effects of Environmental (Landscape) Changes on the Creation 
of the Socialist Way of Life for the Residents of Industrial Conurbations" 
is focused on the socio-ecological area and deals with the philosophy of 

man’s relation to nature and with interactions between society and nature. 


The institute continued its cooperation with universities, the Czechoslovak 
Academy of Agricultural Sciences, and the Institute for Environmental 
Ecology of the CSAV in Ceske Budejovice. It participates in research of 
ecological problems within the CEMA. Moreover, it began an advantageous 
collaboration with several enterprises and organizations, focused——for 
example, in the case of the generai directorate of the Ostrava-Karvina Mines 
in Ostrava--on the development of a methodology for ecologically feasible 
planning of comprehensive recultivation of environment damaged by coal mining, 
on more efficient recultivation of waste dumpsites in the OKB, and on the 
testing of an ecologically and hygienically acceptable method of recultiva- 
tion of flue ash deposits, The directorate of the North Moravia State 
Forests in Krnov adopted the conclusions of the final report "Man and Forest 
in the Beskydy Mountains" which had been successfully defended last year. 


Thus far achievements of research programs have confirmed the urgency and 
social need of ecological protection of every area of life. Especially 
important is research aimed at establishing value criteria for residents 
in industrial conurbations and large [urban] centers in relation to the 
urgent need for environmental protection and creation as a basic factor 
of the way of life. 


Silesian Institute of the CSAV in Ostrava 


In the Eighth 5-Year Plan the institute is solving two tasks of the State 
Plan for Basic Pesearch, namely, “The Development of Industrial Areas in 

the CSSR" and "The Development and Situation of Nationalities in the CSSR 

in the Era of the Building of Socialism." The institute's program of 
operations has further specified these tasks and designated the following 
projects for the current period: “Research of Industrial Areas in Socialism" 


and “Research of Problems of Nationalities." 


On the basis of agreements the institute is cooperating with the universities 
in Ostrava, Olomouc and Brno. The effort to improve its collaboration with 
scientific institutes in socialist countries was reflected in an agreement 
concluded with the Institute of the USSR History at the USSR Academy of 
Sciences and with two institutes in the Polish People's Republic. Last 

year the institute organized a conference on issues related to the develop- 
ment of industrial areas in socialism, and a meeting of the CSSR-USSR 
commission of historians. Its topic was "The 27th CPSU Congress and the 17th 
CPCZ Congress and Historical Sciences." 
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Its research program in 1986 was especially important because of its 
participation in the shaping of socialist consciousness, especially of the 
understanding of historical trends and of the role of the communist party 
and of the workers’ class united with modern industry and the challenges of 
the industrial hinterland. Research of relations between nationalities is 
relevant primarily for the sector of ideological and political education. 


Developmental Production Laboratories of the CSAV in Ostrava 


In 1986 the Developmental Production Laboratories of the CSAV in Ostrava 
began their planned production of instruments, above all mechanical devices. 
As far as the staff capacity permits, their operations will soon include 
additional fields of production-—-electronics, the development and applica- 
tion of instruments for the recording of physical variables for geological 
survey and metallography, mining instruments, gauges and control equipment 
for vacuum technology and construction industry, and the development and 
application of optical and other instruments. It is presumed that research 
institutes, enterprises and universities, particularly those in our kraj, 
will cooperate in those programs. 


9004/9604 
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SOCIAL HUNGARY 


56 COLOR TV'S BLOW UP BEFORE OFFICIALS ACT 
Slow Official Response Faulted 
Budapest OTLET in Hungarian 22 Jan 87 p 7 


[Excerpts] On New Year's Eve a Color Star nodel TV set exploded in a 
Matyasfold housing project apartment. News about the blow-up was brought to 
the public's attention, once again, in just one single sentence, until Andras 
Nagy Bando, who lives in the neighborhood, took advantage of his popularity 
and summoned the TV staff to show them the tragedy behind the seemingly funny 
news item. As a result of the publicity--we could all hear it and see it-- 
there was an instant flurry of decisions. The insurance cmmpany immediately 
paid out 100,000 forints to the unfortunate tenant, and the very next day, the 
District Council granted him an apartment allocation out of turn. Not just any 
kind either, but the vacant one on the floor below his burned-out flat. On the 
third day, there was a meeting of competent officials at the Ministry of 
Industry and they immediately decided how to check and exchange the nearly 
100,000 still operational and explosion-prone Color Star TV sets. 


A happy ending, we could say. And we could praise the power of publicity. But 
can we be satisfied with this? Would the unfortunate tenant have gotten a 
flat--and in addition one so near his burned-out home--had television not 
focused pubiic attention on the tragic case? Would he have gotten 100,000 
forints from the insurance company out of turn? (From an insurance company, 
which pays for any blown-up TV set only if some other nearby object also got 
burned!) Would the leaders of the television factory have taken radical steps, 
had news of this New Year's Eve accident remained a one-sentence, colorful 
news item? This specially publicized TV blow-up, to be sure, is already the 
fifty sixth (!) in a row, within the past fourteen months--in Budapest alone-- 
and thirty two of them were Color Star sets. Who paid any attention, for 
example, to the fifty-fifth explosion (the thirty-first Color Star blow-up), 
which just four days prior to the New Year, caused more than one million 
forints' damage in Ujpest? Why did we have to wait until several dozens of 
blow-ups occured, before a factory, with the help of a ministry, decided to 
take drastic steps? 


The answer to these questions seems to be simple. The parties concerned, once 


in the limelight of public attention, do not dare to refuse to take steps in 
concrete instances, since under such conditions the instance becomes 
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automatically upgraded, gains in importance. The correct answer, however, 
might be different. These examples prove that the system of instituvrions, 
which maintains direct or indirect contact with the citizenry, is not 
functioning properly. Its deficiencies, disorganization, and work morale are 
the same as that of other enterprises, and institutions, and when the citizen 
sees this, his only recourse is publicity, trusting in its strength and power. 
In most cases, the individual mishap can thus turn into a public affair, 
focusing attention on the activities of the Councils, the Real Estate 
Management Enterprises, and goodness knows what other organizations. It is 
another problem that the primary responsibility of the press, radio and 
television is rot really the espousal and settlement of apparently individual 
matters and grievances. But as long as it is the result of publicity which, in 
most cases, proves to be the only remedy, the news media must--alas--assume 


that responsibility also. 


Soviet TV's, Alterations 


Budapest OTLET in Hungarian 22 Jan 87 p 10 


[Text] "In the way of introduction"--says Lajos Szakolczay at the outset of 
the interview--"I want to make clear that Color Star is an 80% Soviet made 
product, but lest anyone draw far-reaching conclusions from this fact, I must 
add that the set, in its original factory condition, is not combustible. 


Sometime in the early seventies, Videoton's color TV manufacture began with 
Munkacsy Color. Shortly thereafter it became evident that the country had no 
more foreign exchange to pay for the originally installed Japanese and/or 
Philipstelevision tubes. It was not possible to obtaintelevision tubesfrom 
socialist import sources, only complete sets from the Soviet Union. They 
arrived at the Szekesfehervar factory in so-called technological housings. 
Videoton, in practice, remounted these sets into their own cabinets, added the 
control units, and "dumped" yearly 10 to 15 thousand of that model on the 
market, under the brand name of Color Star. 


In time, it became one of the cheapest, and thus most popular Hungarian 
television sets, the chief fault of which was that the picture tubes wore out 
after 4 to 5 years, the picture becoming increasingly darker. But under 
domestic price and income conditions, it would have represented too great a 
luxury to replace the sets every five years. And TV technicians knew how to 
remedy the trouble: they ‘fixed the tubes’. This repair job increased power 
consumption, which was not easily tolerated by the originally built-in 0.25 to 
1 amp fuses. Therefore, in order to avoid having to raplace fuses daily, they 
substituted 3 and 5 amp fuses. It is obvious that, on occasion, not the fuse 
would blow, but the TV set. Similarly, fire hazard situations were created 
when the Color Stars’ so-called voltage multipliers, containing, originally, 
selenium diodes, were replaced by the technicians with better quality, silicon 
diode multipliers which, in turn, have greater power output.” 


"What can be done about these ‘artifically life-supported' sets?" 
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"I express my personal opinion, and do not wish to discuss any measures 
planned by Videoton. I believe each and every Color Star set should be 
examined and the original factory condition reinstated in them. Then there 
would be no fire hazard.” 


But, at the same time, the picture would darken and become unenjoyable?” 


"That is right. But I hasten to add that even the youngest Color Stars are 5 
to 6 years of age, and the majority of them are between 10 and 12 years old. 
Meanwhile, television viewing time has risen from 700 to 2,000 hours.... Most 
members of this TV set family, with obsolete tubes and high energy 
consumption, are ready for the garbage heap.” 


"You mentioned that these were originally Soviet sets, and thus it is no 
secret that via guest workers, tourists and the markets of the "small Council 
for Mutual Economic Assistance," a great many Soviet sets found their way into 
Hungarian households." 


"Indeed, the Color Star, in practice, is the equivalent of the Soviet 
Elektronik 716 or 718 model, and of these, according to some estimates, there 
are at least as many, and according to others, twice as many in our country 
than of the ones with the ‘Videoton emblem’. What I have said before, of 
course, refers to them as well, and the situation might even be worse, in view 
of the fact that most of them were imported illegally, and repairs to these 
sets were not, and are usually not being done by expert services, but rather 
by bunglers.” 


"In connection with the fires, dust deposits were frequently mentioned. And 
according to latest news, not only the Color Stars blow up.” 


"Let us be precise. TV sets do not blow up--that happens only in news 
articles--they burn. In the old sets with tubes, the layer of dust covering 
the appliance, in case of changing atmospheric humidity, can indeed cause a 
fire, but our tests indicate that with burned TV sets, in three or four cases 
out of five, the trouble may have been caused by the above-mentioned later 
alterations. Indeed, TV fires can occur anywhere in the world, even in modern, 
practically cold-running, semi-conductor models. In our country, the main 
cause of the fires might well be the ‘good old’ custom of sqr:ezing the TV set 
into some tight closet wall, preferably so that it has no veutillation at all. 
Or they might cover it with several acetate fabric table cloths and decorate 
it on top with vases and knick-knacks. The other “brilliant” Hungarian 
invention, which is also quite a fire hazard, is to plug the background 
illumination light into the TV's connecting line. In the cases I mentioned 
even the most modern TV sets can became fire hazards.” 


Enterprises, Authorities Take Action 
Budapest OTLET in Hungarian 22 Jan 87 p 12 
[Text] As to exactly how much it will cost the Video Electronics Enterprise 


to check and replace the Color Stars with new, inexpensive models, the general 
manager of the factory was able only to approximate today--in early January. 
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He estimates the added expenses at half a billion forints. It will run into 
hundreds of thousands of forints to buy up the defective TV's at current 
prices, to assume the interest balances of former Color Star owners (who are 
now buyers of new sets), and to subsidize their loans. Videoton manufactures a 
sufficient quantity of cheaper type color sets to satisfy the demand for 
replacements, so that it will have to either increase production, leaving 
itself with less energy and time to produce other types, or it will let stand 
the originally planned quantities, leaving fewer of this model for other 
markets. 


According to spokesmen, more detailed reports about the factory's expenditures 
will not be forthcoming before early February,, but they consider it likely 
that the factory will, in some shape or form, receive government subsidies for 
the replacement of Color Stars. But one thing is for sure, had Videoton 
already offered to service its earlier, obsolete products, and organized a 
systematic exchange of these sets several years earlier, it could have avoided 
several dozen TV blow-ups, and in the way of a "fringe benefit," would have 
saved itself,at the present, the expenditure of tens of millions of forints. 


On the television evening newscast of January 8, the Orion factory announced 
that, following Videoton's example, it, too, will undertake the cleaning and 
refurbishing of any Orion 656 and Flamand type color set that is older than 
three years of age. (It services all sets younger than three years old, under 
warranty.) 


Simultaneously with the factory spokesman's announcement, events proved that 
this is not a matter of faulty Videoton models alone: one viewer's Orion set 
happened to burst into flames at the same moment. (He will hardly be in need 
of a call by the Orion technician or of his assistance.) 


Those who were able to view the announcement undisturbed and smoke-free, were 
able to learn that from the two above mentioned models, too, a safety 
feature--which the factory incorporated in its later models, such as the Mor, 
the Viking or the Jacint--was missing. In answer to our questions, the 
factory's experts told us that this does not mean that the 656 or Flamand 
models are easily flammable, and we also learned that the enterprise will 
charge 100 forints for the cleaning and refurbishing, and will assume about 
the same amount for expenses. Between the two models, about 100,000-- 
approximately the same number as of the Color Star--are in operation. 
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